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Magnavox radio-phonographs are created to the highest standard of quality . . . 
distinguished by beauty, tone magic and performance. 
As befits quality, Magnavox is sold only in America’s finest stores. See, hear and compare 
Magnavox .. . the choice of great artists . . . yours for gracious living. 


The Magnavox Company, Fort Wayne 4, Indiana. 


Illustrated: THE BELVEDERE: 
Masterpiece of tone and craftsmanship in a distinctive 
Chippendale Commode. Walnut, white oak or mahogany. 
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WALL STREET 


‘‘Curiouser and Curiouser” 


“Where am 1?” Alice was more con- 
fused than when she had fallen down 
the rabbit hole. “You're where you are, 
of course,” the Duchess replied, “in the 
Chicago Wheat Pit, naturally.” Alice 
didn’t feel natural at all, but she 
thought it impolite to argue. “That 
man over there,” announced the Duch- 
ess, “is buying September wheat.” 

“You mean ke is buying wheat that 
doesn’t exist?” asked Alice. 

“It had better—in September,” mut- 
tered the Duchess darkly. 

“T don’t think ” said Alice. 
“Then vou shouldn’t talk,” snapped the 
Duchess. 

To 100 million or more Americans, 
including many financial _ literate, 
Alice’s confusion is nothing if not 
understandable—the 38 great commod- 
ity markets are virtual Wonderlands 
beyond comprehension. But to thou- 
sands of others, the buying and selling 
of futures in wheat and cotton, soy- 
beans and hides, are familiar operations 
through which they protect their cap- 
ital. When a farmer in May sells wheat 
for September delivery, he buys protec- 
tion against a drop in the market. 
When a cotton mill in May sells Oc- 
tober cotton, it protects its inventory 
against a drop in the price of cotton— 
and a comparable drop in the price of 
its finished goods. 

But transactions between buyers and 
sellers who represent trade interests are 
rarely in balance. And that’s where 
speculators play their vital role. With- 
out speculative activity, markets would 
not be fluid, price swings would be 
much sharper. The risks these specu- 
lators take are great—too great for all 
but the well-heeled and the well-versed 
—but so too are their rewards. 

In this specialized field. the nation- 
wide investment firm of Merrill Lynch, 
Pierce. Fenner & Beane is definitely 
not “small potatoes.” Its Commodity 
Department serves commodity-traders 
exceedingly well. Reason: with access 
to the firm’s 45,000 miles of private 
wires, connecting 92 offices, it provides 
so"rces of information vital to efficient 
trading. In markets that move in min- 
utes, it’s geared for split-minute trans- 
mission of spot news, still finds time to 
issue periodic studies on individual 
commodities.* This comprehensive ap- 
proach to commodity trading has 
brought many a “well done”’ from those 
who need facts, benefit from facts 
translated into action. 








* Newest study “Correre’’, available at_no charge. 
Just address request to Department -5, Merrill, 
Lynch. Pierce, Fenner & Beane, 70 Pine Street, New 
York 5,-N. Y. 
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STATEMENT OF CONDITION 


December 31, 1946 
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AS er Oa AS BUSINESS ITSELF 


The Trend 


JOHN L. LEWIS CASE: The Supreme Court decision 
holding Mr. Lewis and his Union guilty of contempt 
of court, despite the narrow margin of opinion dis- 
closed, comes to bolster faith in the American Sys- 
tem. For once and all it has been reaffirmed that no 
one man or one group can successfully challenge the 
authority of the “Sovereign,” as the Court alludes 
to the Government, where the broad welfare of the 
public is at stake. While everyone applauds the 
lifelong efforts of Mr. Lewis to raise the standards 
of living for his miners and his steady approach to 
the much desired goal, last year’s strike brought 
right to the front “the need for better regulatory 
influences. Self restraint proved wholly lacking, to 
the detriment of the entire economy. 

While it is true that in scanning the world, the 
United States remains as the chief exponent of Free 
Enterprise, and is really the only nation with its 
feet upon the ground, our position will become 
rapidly insecure unless labor-management relations 
emerge upon a new and more stable level. At the 
present stage of the battle we find Mr. Lewis quite 
naturally favoring a fight with no rules at all, as 
long as his adversary has one hand tied behind the 
back. But whether intentionally or not, this fits 
right in with Communist strategy in its fight to 
destroy ‘apitalism entirely. Fact is that big strikes 
are now really directed, not against “greedy capital- 
ists,” but against the ‘whole ‘population. The war- 
fare has become internecine, with one labor group 
ruthlessly depriving all others of a living while en- 
forcing wage gains for themselves, and through i in- 
creased living costs obliging them to pay the bill. 





‘ | ° 
SiInE SS t1TSELF 


of Events 


Hope is that the rank and file of workers, who really 
can preserve or shatter at the polls all that has made 
them world-supreme in living standards, can face 
these realistic facts. Congress can well take heed. 


DEFERRED DEMAND: Ever since VJ Day, investment 
students have been laying great stress upon the 
amount of goods which consumers were denied dur- 
ing war years, and which in consequence they must 
purchase when they became available. While beyond 
any argument the factor of deferred demand has a 
basis of sound reasoning in partly accounting for 
the current high level of sales, it is possible that too 
much emphasis has been placed upon it in weighing 
near term progress throughout the economy. That 
is to say, it may not prove altogether rational to 
draw a sharp line of distinction between the classes 
into which demand seems to have fallen—deferred 
and current. If considered by these yardsticks, it 
would be easy to suppose that when the former was 
once satisfied, the burden of the latter in absorbing 
production might become rapidly unbearable. On 
sober thought, however, it could well be that aca- 
demic terminology has built up unwarranted appre- 
hension on this score. The main point to bear in 
mind is that quantity rather than quality should be 
the genuine determinant of the demand factor. 
Whether the urge to buy originated a couple of 
years ago or this: morning makes not a scrap of dif- 
ference, as long as the consumer now has the where- 
withal to effect his purchase. If this be so, the adjec- 
tive “deferred” might just as well be discarded alto- 


gether. Most assuredly it is going to be increasingly 
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difficult to assess just when its demise has become 
realistic, for it is constantly merging itself with cur- 
rent demand as fast as it is born. True, there are 
houses, automobiles and refrigerators which are now 
being avidly sought because they have been so 
scarce, but in years to come, if the national income 
remains stable at high levels, new buyers will be 
scrambling just as hard as ever to satisfy their 
desires, although a balance in supply and demand 
will hasten the process. As matters now stand, con- 
sumers in 1947 are likely to spend $140 billion in 
one way or another, compared with about $60 billion 
in a good prewar year. Given a fair break, this en- 
couraging prospect may brighten the skies in years 
ahead, too. Before long, at any rate, investors may 
be scratching their heads in perplexity over what- 
ever happened to that deferred demand we all used 
to talk about so sagely. 


YOUR BUSINESS IN 1950: While farsightedness is a 
virtue of value to all of us, it can easily become a 
liability when the eye is focussed back over the 
shoulder. Conclusions reached by this process and 
based upon a mass of statistical evidence covering 
past performance are often swallowed too readily 
by anxious gazers upon the far horizon ahead. In 
the fields of economics and finance this fact has been 
become increasingly apparent since the end of the 
war, with swarms of “experts” attempting to 
prophesy the exact status of employment, national 
income and profits in the years ahead. How wholly 
unreliable most of these estimates have been has 
already been proven time and again, especially those 
originating from official sources in Washington. 
Essentially the trouble has been in the fallacy that 
because this or that resulted when line A crossed 
line B a decade ago, it will reoccur in 1950 or in 
1960. Additionally, the temptation to manipulate 
statistics to bolster personal objectives of social, 
political or business character has been irresistible. 
Such practice reduces one of the most honorable pro- 
fessions to the realm of charlatanary. The United 
States Chamber of Commerce has now hit the nail 
right upon the head in supporting legislation by 
Congress to authorize a sensible and up to date 
census of business. “We want statistics, not guess- 
tistics” they plead. Claim is that since 1939, the 
Government has supplied few reliable and basic facts 
to tell what the consumer is buying, where markets 
exist where the new plants are, where materials are 
and the labor supply. In other words what industry 
wants is an intelligent picture of current conditions, 
rather than an academic jumble of historic figures 
or attempts at profound crystal gazing. The Mag- 
azine of Wall Street applauds the move to pass the 
legislation now pending, in the conviction that busi- 
ness leaders are entirely capable of doing their own 
planning provided they are given plenty of plain, 
cold facts. With these in hand, they are also fully 
competent to project a pattern for the future 
moulded by experience and limited perhaps to nearer 


horizons. In this changing world no man alive can 
see far ahead, so that the big job is to scan by a 
scale of months rather than by years. As events 
have forced us to emerge upon a new era almost 
from scratch, the trends and mathematics of yester- 
day may as well be scrapped. 


DIVIDEND UPTREND: Many investors are puzzled 
because share prices on the New York Stock Ex. 
change do not seem to reflect the broad advance in 
industrial net earnings achieved in 1946. In view 
of the increasing liberality displayed by many man- 
agements through payment of extras or by raising 
dividend rates, the perplexity is more than ever un- 
derstandable. On this latter score, we prefer our 
readers to a brief discussion of the larger dividend 
distributions in recent months, appearing in “Profit 
and Income” on page 684 in our current number of 
the Magazine. The figures shown there will be found 
of interest. The average investor, however, should 
bear in mind that in many instances where his divi- 
dend checks are tending towards higher levels, man- 
agement policies back of the improvement may vary. 
The mere fact that earnings warrant expanding lib- 
erality could be only one of several considerations in 
the process, and it is impossible for any outsider to 
guess which to choose. For example, it now looks 
as if despite the huge amounts of working capital 
built up during war years, these accumulated funds 
may often prove inadequate to carry record invyen- 
tories at current high prices and at the same to 
finance large scale expansion programs. This means 
that additional capital must be sought, and that 
the public must be confident of the ability and will- 
ingness of industry to reward investors generously in 
appraising new opportunities presented. As a signal 
of widespread moves to effect public financing dur- 
ing the near term, significance may be attached to 
the proposed offering of $100 million new preferred 
by Du Pont and rumors that American Tobacco also 
may come into the market with a substantial stock 
offering. If these financial giants need more cap- 
ital, others all along the line may need it equally 
or even more. Where the way has been paved by in- 
creased dividends on equity shares, in some cases, as 
with du Pont, confidence is warranted in the rela- 
tive permanence of the improvement established. But 
in other instances likely to crop up, management 
policies may lean somewhat upon window dressing 
when distributions are upped. On the other hand, 
increased dividends here and there may be caused 
merely because of Section 101 of the Internal Reve- 
nue Law, which discourages retention by a corpora- 
tion of more than 80% of its annual earnings un- 
less due cause can be shown. All considered, investors 
should weigh with care all the underlying reasons 
which might account for their expanding dividends 
and view the situation with proper reservations. 
Above all, they should curb a natural inclination to 
interpret extras and higher rates as a sound yard- 
stick for appreciation potentials in the longer term. 
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As g Soe Gt ! By CHARLES BENEDICT 


BETWEEN TWO WORLDS 


grad TWo generations ago we were opening up 
the west and expanding our frontier to the 
Pacific. The country was still young as late as 1914. 
But between then and now, mechanization so accel- 
erated the pace that we quickly passed through 
adolescence and economic maturity in only a fraction 
of the time it has taken any other people in history. 

Today the richest and most powerful nation in 
the world, we are 
faced with a situ- 
ation so serious 
that it threatens 
our very exist- 
ence, and for 
only one reason 
—lack of decisive 
and courageous 
leadership. With 
blind persistence, 
shortsighted am- 
bitious men are 
playing politics 
in a major crisis 
in human affairs. 
Others, living in 
bygone days seem 
unable to com- 
prehend that the 
pattern of the 
world to come de- 
pends on the 
United States. 

Together with 
the rest of man- 
kind, we stand at 
the crossroads — 
between two 
worlds. Which 
shall it be? The 
One World of 
Russia with Mos- 
cow as the capi- 
tal, which would 
bring an end to liberty and human dignity, ushering 
in economical, political and religious slavery — fol- 
lowed by a precipitate decline in the standard of 
living. Or,—the United States plan for a Union of 
Nations—of sovereign states and free men collabora- 
ting economically and socially—so as to enable each 
country to develop itself, expand trade and bring an 
ever higher standard of living to its people. 

It is clear there can only be one choice for free 
men. But, unless we are willing to make the neces- 
sary sacrifice, to fight for it, the Russian alternative 
will be forced upon it. And, if we fail, we will carry 
the rest of the world down with us. 


MARCH 15, 1947 





“Oops” 


That the majority of the people of the United 
States are fully aware of the situation was evidenced 
by their overwhelming support of the Republican 
-andidates last fall. And yet, despite this clear man- 
date from the people, the Republican showing has 
been very disappointing indeed. The failure of Con- 
gress to continue selective service despite its 
familiarity with the set-back we suffered in dealing 
with the Kremlin 
as a result of the 
too rapid demob- 
ilization of our 
armies following 
the fall of Ger- 
many is disillu- 
sioning to say the 
least. In fact, it 
seems a danger- 
ous form of ap- 
peasement, for 
Congress is not 
unaware that 
Soviet leaders 
consider military 
force the very es- 
sence of power 
whether to back 
up their diplom- 
acy or effect de- 
cisive settlements. 

The cut in ap- 
propriations a- 
cross the board 
apparently with- 
out a breakdown 
of expenditures 
‘. — the arbitrary 
a . figure of a 20% 
cut in income tax 
before budget es- 
timates could be 
properly set — 
smacks of politi- 
cal expediency instead of sound planning. More- 
over, the ill-timed dickering about appropriations 
to tide over the distress of war fatigued peoples 
abroad, or to provide for economic rehabilitation 
that will help them to support themselves, is par- 
ticularly unrealistic at this time. 

It is clear, too, that no consideration was given to 
the effect of these ill-considered maneuvers on the 
Moscow conference, which by all odds may turn out 
to be the most decisive conference in modern times. 
It cannot fail to hamper Secretary of State Mar- 
shall’s efforts as he faces a Russia firmly estab- 
lished at strategic points (Please turn to page 706) 
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What To Do In This Market 


Market action is poor as we go to press and 
understandably so with crises developing 
abroad. Deterioration of the pound sterling 


and further collapse of Britain would have 


serious repercussions on our economy. While 
drastic resumption of the downward trend 
is not yet evidenced, we would defer any 


buying and hold only the best stocks. 


By A. T. Miller 


Ove THE LAST FIVE MONTHS, or since the Dow- 
Jones daily averages made their bear-market 
lows to date, there have been a number of times 
when the market “looked bad” on a day-to-day per- 
spective, yet failed to develop nose-diving tendencies 
and soon rallied. It looks bad now, as we go to press, 
as a result of a total fall of 6.54 points in the in- 
dustrial average in two trading sessions last Friday 
and Saturday, March 7-8. The sharpest part of 
that sell-off occurred in the final hour of trading 
on Friday. 

It is possible, of course, for this to be the begin- 
ning of an important downward movement. That 
would be very pleasing to the Bears. The short 
position is the largest in a great many months. But 
having obviously been started largely by the selling 
of professional operators, it can become an impor- 
tant decline only if considerable general-public sell- 


ing is induced as a result of fear, nervousness or dis- 
couragement. Otherwise, it will dry up, with no 
great further damage done, and then rally, as the 
shorts begin to cover. 

However, general selling might well come into the 
market this time based on the very real crises abroad. 
If Britain’s economy should collapse with deteriora- 
tion of the pound sterling, it would hit all the sterl- 
ing countries immediately; but it would also effect 
the United States as we would have to lend substan- 
tial support and probably take over many of Brit- 
ain’s commitments. 

The selling side may or may not be the right 
side at the present time. If it is not, the market 
should make a stand, above previous support lev- 
els in the averages, in the probably imminent test. 
For our own part, we are not inclined to be too 
opinionated at this writing. As we have said be- 

fore, there are so many pros and cons 
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in the external influences working on 
investment sentiment that it is more 
necessary than usual to rely on techni- 
cal market indications for the key 
trend-clue. There is nothing decisive 
in the technical evidence as this analy- 
sis is written. Hence, judgment will 
have to be deferred. 


Key Resistance Levels Still Intact 


Since the sell-off which culminated 
last November 22 in nearly a double 
bottom for the Dow industrials, the 
list has so far shown a zig-zag upwasd 
pattern of rising tops and bottoms. 
The sequence of swings for the Dow in- 
dustrials in terms of closing prices, has 
been as follows: From 163.55 on No- 
vember 22 up to 178.43 on January 6: 
down to 171.95 on January 16; up to 
184.49 on February 8; and down to 
175.84 on March 8, although the final 
scope of the last downswing is, of 
course, an open question. Under any 
method of trend definition, and not 
alone Dow Theory, penetration of the 
last preceding high, or low, is pre- 
sumptively important. Therefore, the 
guide point in this sell-off is the Janu- 
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responding test level for the 
rail average is the January 
15 low of 47.53, against last 
Saturday’s close of 49.32. 
Volume has increased on this 
retreat in prices, but not yet 
in significantly emphatic 
manner. 

Our “Market Support” 
indicator naturally reflects 
increased pressure and re- 
duced demand, but has not 
reversed the favorable signal 
which was given last Janu- 
ary 18. Margin of support 
has been reduced greatly. 
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what its course may be, it 
can be said that a sell signal, 
in an actively declining mar- 
ket and some distance under 
the last market high would 
be somewhat unusual. More 
often than not, a sell signal 
is given in a firm, relatively 
quiet market, as was the case 
in July, 1946; a buy signal 
in a relatively quiet market 
near a low, as was so Janu- 
ary 18. 

Our weekly index of 100 
high-price stocks has dipped 
under its lowest January 
level, which means, of course, 
toa new 1947 low. Neither 
the low-price stock index, 
nor the composite index of 
304 issues, have followed suit. Even should they 
do so, we would not jump to hasty conclusions. The 
weekly indexes are most valuable under normal trend 
conditions, rather than a zig-zag trading-range 
market, with sharp intra-week gyrations and re- 
versals, as in recent months. 

In the absence of any new “reading” on the Sup- 
port Indicator, technically-minded readers should 
note the support levels heretofore cited for the sensi- 
tive daily averages: 171.95 for the industrials, 47.53 
for the rails. A decisive breaking of those levels, with 
considerable volume, would imply at least a down- 
ward intermediate trend, and probably a subsequent 
test of the bear market lows of last October. If the 
sell-off drys up above them, the chances for renewed 
recovery in prices would be strongly improved. 
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Influences On Sentiment 


For Stock market purposes, the recent news in- 
terest has been largely the further rise in primary 
commodity prices on the one hand, the foreign situa- 
tion on the other. They have a partial tie-in, for 
Government buying of grains for European needs 
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has been the most dynamic factor behind the spurt 
in farm prices; and the degree to which this country 
will attempt world leadership to counter-balance the 
threat of expanding Communism — not clear as we 
write—is a big question for the future in foodstuff 
prices. 

A plausible case can be made for viewing rising 
prices with misgiving. They suggest that coming 
wage settlements will be less satisfactory, from the 
investor’s standpoint, than they would otherwise 
have been. They also imply eventual deflationary 
correction, although just when and just how much 
are no easier to gauge now than heretofore. 

The foreign “situation” is a broad complex of 
problems—too broad for detailed discussion here— 
you will find it treated elsewhere in this issue includ- 
ing the article “Trend Toward Crisis,” page 663. 
It has some unpleasant implications, depending on 
how dynamic our world role is going to be. It cer- 
tainly would affect the budget; but on the present 
tenuous evidence we would neither rule out a tax cut 
this year, nor do too much guessing on how positive 
a foreign policy the (Please turn to page 704) 
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By FREDERICK K. DODGE 


| F IKE THE FABLED old grey mare, the security mar- 

ket as we know it today “ain’t what she used to 
be.” No one who has not had the opportunity of 
studying at first hand the many astonishing changes 
that have taken place in the last couple of decades 
can readily appreciate their scope and significance. 
There is little resemblance between today’s strictly 
policed trading and the wild operations of a quarter 
century ago before adoption of safeguards to pro- 
tect innocent bystanders 

In its highly regulated form, the stock market of 
today could scarcely hope to attract dynamic spec- 
ulators of the type that made history years ago, 
such as “Bet-a-Million” John W. Gates and his 
contemporaries or even the more genteel plungers 
of a later day who risked fortunes on day-to-day 
manipulated fluctuations. Whether for better or for 
worse, so far as the country’s welfare is concerned, 
today’s “denatured” market lacks the kick that ap- 
pealed to rugged individualists of a bygone era. 

Obstacles in the way of winning a fortune in the 
market are far stiffer than a generation or two ago 
when the Harrimans, the Goulds and the Rocke- 
fellers were accumulating millions. Federal income 
tax regulations and reforms of one kind or another 
have placed prohibitive handicaps on would-be Get 
Rich Quick Wallingfords of today. When one is 
compelled through taxation to split market winnings 
with Uncle Sam by giving up between a quarter and 
three-quarters of gross profits, there is little in- 
centive for assuming large risks. 

Under tax laws now in force, the individual in a 
high bracket has little choice but to avoid the stock 
market completely or to strive to arrange his trans- 
actions so as to register capital gains on any securi- 
ties purchased only after they have been held for 
a minimum of six months, thereby escaping the tax 
penalty on short term gains. In the upper tax 
brackets calling for paying of 50 per cent or more 
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of net income the possible net profit retainable after 
taxes is too small to justify assumption of risks 
often inherent in purchase of common stocks. 

The result is that present tax laws tend to ex- 
clude many potential investors from the day-to-day 
trading that once attracted speculators and to 
reduce volume of such transactions. This result, of 
course, is exactly what reformers had in view when 
tax regulations were framed. Because of the six- 
months holding period specified by law to differen- 
tiate between investment and speculation, wealthy 
investors find it difficult to formulate programs in- 
volving maintenance of positions for a period of half 
a year or more under today’s unsettled world eco- 
nomic and political conditions. 

Change is constant and inexorable, to be sure, but 
where else in this modern world of commerce have 
unwanted adjustments been so numerous and so con- 
trary to entrenched custom? That financial markets 
have not been more seriously disrupted by the series 
of “don’ts” is a tribute to the patience and courage 
of sincere and well intentioned individuals who 
recognized the need and potential benefits of re- 
straints on practices that had undermined public 
confidence in Wall Street’s integrity. In the years 
that have ensued since the reform movement began, 
investors of a previous generation have had to ac- 
custom themselves to trends and characteristics alto- 
gether different from those which fired the imagina- 
tions of millions in all walks of life in the late 
lamented 1920s. 

The interesting transformation may be traced to 
three well defined factors: (1) Widespread demands 
for drastic curbs on manipulative practices that 
lured inexperienced investors and set the stage for 
the 1929 crash; (2) abnormally high taxes imposed 
on capital gains, especially in war years, which 
make a tremendous difference on retainable income 
depending on whether transactions are completed on 
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of Today’s Security Markets 
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a short-term or a long-term basis and (3) the world- 
wide trend toward government control over many 
banking and monetary functions under which interest 
rates have been virtually stabilized at historically 
‘low rates. All these factors have combined to retard 
“speculative influences and to limit speculative trad- 
ing that formerly was regarded as an essential part 
of an auction market. 

With the severe limitation of professional trading, 
numerous significant changes have occurred. Among 
the more prominent are: (1) A considerable shrink- 
age in “scalping” operations aimed at profiting by 
minor fluctuations; (2) a consequent increased in- 
terest in securities for income and longe range 
growth; (3) gradual decline in rate of turnover in 
onetime popular trading media; (4) occasional wide 
price fluctuations resulting from lack of insider 
support or from scarcity of offerings held only for 
short-term periods; 
(5) flurries of sell- 
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finally resulted in placing the market on an all-cash 
basis. The fact that borrowings on _ collateral 
reached such low levels in recent years appears 
especially significant when consideration is given to 
the fact that money in circulation rose to record 
heights of more than five times the approximately 
$5 billion outstanding in 1929. 

Removal of incentives to speculate has con- 
tributed to greater permanency in ownership and, 
accordinglyg has caused a scarcity of stocks easily 
dislodged. The result is a thinness in the market 
that contributes to unusually wide minor fluctua- 
tions and disturbs investors who realize the handi- 
caps that would be encountered in liquidating large 
concentrated holdings on short notice. The extent 
to which turnover of listed shares has fallen may be 
noted in an examination of Stock Exchange figures. 
These show that in the active year of 1928 almost 
930.9 million shares 
changed hands 
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publie ber firms’ borrowings at the end of 1946 amounted 
e years0 only $357 million, or less than three-tenths of 
-began,p! per cent of the value of all listed shares, com- 
1 to ac-gPared with more than $6.5 billion at the 1929 
ics alto-pPeak. The ratio of borrowings to total value of 
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the latefPer cent. No more convincing evidence than the 
loan statistics is required to show the altered nature 
-aced tof the stock market. The course of the transforma- 
lemandsftion to an investment basis is shown in an accom- 
ves that§Panying illustration. 


rage for The history of contraction in loans reflects the 
imposed Jnsequences of major retarding influences, includ- 


 which}%g prohibitions against pool operations and other 
. jncomef™anipulative practices, enervating tax regulations 
Jeted onfd Federal Reserve Board margin rulings that 
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ago were popular 
favorites of the trading fraternity has fallen away 
to a point where 10 per cent or less of capitalization 
changes hands in the space of a year. In the 1920’s 
it was not unusual for the most active stocks to 
register a turnover of 50 per cent of capitalization 
or even higher. 

From the standpoint of the corporation, the 
slower turnover is thought to be advantageous. In- 
vestors who have been compelled by circumstances 
to hold stocks longer than they originally had in- 
tended have gained an attachment through dividend 
checks or corporate literature that has encouraged 
true investment relationships. In a way this trend 
has induced privately owned companies to turn to 
the public market for wider distribution of their 
shares. As a consequence, new listings on the New 
York Stock Exchange (Please turn to page 699) 
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Gre INVARIABLY MAKES an eye-catching headline. 

This is because for most people it is synonymous 
with wealth and money. But news about gold is often 
contradictory. In a single issue of a newspaper one 
may read that the price of gold has declined on the 
Continent of Europe, but that it is establishing new 


highs in the Far East. The London stock market 
may be in a dither about a fabulously rich gold 
strike somewhere in South Africa, while gold mining 
shares, “‘kaffirs”, may be establishing new lows be- 
cause of declining profits. Rumors of an “impend- 
ing” reduction of the gold content of the dollar 
have been appearing with phenomenal regularity. 
To some people such a step seems inevitable because 
black market traders in Switzerland offer fifty 
dollars for one ounce of gold. To others, devalua- 
tion—contrary to the experience in 1934-39—seems 
to be the only way of avoiding the “inevitable” post- 
war deflation. 


Return to True Gold Standard? 


To the confusing and often confused ideas and 
arguments about gold, two new ones have been added 
in recent months. One is that we should suspend 
our present limited gold standard* and re-estab- 
lish the old fashioned honest-to-goodness gold stand- 
ard of the pre-New Deal days when any American 
citizen could go to the U.S. Treasury with a paper 
dollar bill and demand and get a certain fixed quan- 
tity of gold—1/20 of one ounce in the old days. The 
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Shaft of Rand Gold Mining in the 
Transvaal where higher produc: 
tion costs are squeezing profits 


By V. L. HOROTH 


supporters of the re-establishment of the gold stand- 
ard point out, and not without justification, that 
the currency parities as fixed by members of the In- 
ternational Monetary Fund are artificial and in 
many cases unsupportable except by costly loans 
which send our gold into the bottomless pockets of 
foreigners. They point out that managed currency 
system subjects the fixing of the purchasing power 
of savings to the whim of politicians. 

How would the old-fashioned gold standard be 
re-established? First, its backers would organize in 
New York a free market for gold. Second, they 
would let the market determine the true value of gold 
in term of dollars. Third, with this rate established 
and maintained for some time, at let us say, 1/50 oi 
one ounce (compared with the present rate of 1/3) 
of one ounce) they would fix the new gold weight of 
the dollar. Once established, such a rate would have 
to be made by the Treasury freely paying or ac: 
cepting gold. 

There is much to be said for the return to the 
old fashioned gold standard. However, the question 
is what would happen before the new gold content 
of the dollar was fixed. We would probably witness 
speculation in gold and gold stocks on a scale ur 
* Our present standard is called limited because we pay ott 
gold only in settlement of our international accounts with 
foreign countries; internal payments have been suspended 


since 1933 except to the bonafide processors of gold in the 
arts and industries. 
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imaginable, the result of which could very well be 
the undervaluation of the dollar in terms of gold. 
If the dollar was once more cut loose from gold there 
could easily be a flight from the dollar into com- 
modities and equities. It would be a boon to infla- 
tionary forces which we have tried so hard to control. 

The lowering of the gold content of the dollar 
would, moreover, add further chaos to the already 
unsettled currency situation abroad. One may con- 
clude that it is highly doubtful that Congress or the 
Treasury could be won to so drastic a way of re- 
establishing the full gold standard. After all, it 
is an avowed aim of the Bretton Woods Institutions, 
the Bank and the Fund, to re-establish a modified 
gold standard which would prove workable in the 
post-war world. ‘The currency parities are not 
rigidly set and may be modified by the consent of all 
countries. 


Gold Abroad Above Our Price 


The second idea which has been recently re- 
warmed and has many protagonists, especially 
among the producers of gold, is that the price 
of the yellow metal is too low and that it should 
be raised in view of the rising requirements for gold 
throughout the world. To support the argument it 
is usually pointed out that gold and particularly 
gold coins have been selling in free markets abroad 
and apparently also in the black market in this 
country at prices far in excess of the Treasury 
price of {35 per ounce. 

As a store of wealth, gold has lost none of its at- 
traction. That cannot be denied. But the true rea- 
sons for the high premiums and their variations 
from market to market have often been misunder- 
stood. At the height of the war, gold, for example, 
sold in China for over $200 an ounce, in India for 
around $90, in Lisbon for $60, and Buenos Aires 
and Panama for $45 to $50 an ounce. The great 
variation in price was due largely to the inability to 
get gold shipped from one market to another either 
because of the lack of shipping or because of ex- 
change restrictions. Hence, the price of gold was de- 
termined by the local supply of the metal and local 
demand. The greater the expansion of purchasing 
power either as a result of Allied war expenditures 
or deficit financing, the higher the price of gold. To 
mop up excess purchasing power, the Allies began 
to sell gold to the public as early as 1942 in most 
of the Near and Middle Eastern countries and in 
China. As a result, several hundred million dollars’ 
worth of gold disappeared into hoards. 

Once war spending abated and the exchange reg- 
ulations were liberalized, gold prices in the Near 
and Middle East countries began to decline. In 
Egypt, gold sells at present at around $60 an ounce. 
In India, the Bombay quotations declined last Fall 
to below $70 an ounce; since then they have gone up 
again, largely because of the fear of disorder if and 
when the British retire from India. 


Swiss Bank Sells Gold Freely 


On the Continent of Europe the movement of 
free market gold quotations has been similar. Prem- 
lums were as a rule much higher a year or so ago, 
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even in France where inflation has gathered momen- 
tum. Again the main reason is that gold is now 
available in larger quantities. The price variations 
among individua! markets are narrowing and the 
quotations seem to be settling around $40 to $45 an 
ounce, a level not far above the price at which gold 
can be obtained from the Swiss National Bank. This 
only goes to prove that if the currencies of the 
countries where gold commands a premium were 
freely convertible, the price of gold would probably 
adjust itself not far above the statutory price of 
$35 an ounce, notwithstanding the enormous demand 
from hoarders. 

Where does all the gold now flowing to Europe 
and the East come from? It is said that gold is 
being smuggled into France alone at the rate of 
about 200 million francs a week. Mr. Charles Rist, 
veteran French economist and the former Governor 
of Bank of France, estimates that French private 
gold holdings have reached the amount of France’s 
pre-war reserve of about $2,800 millions. 

Probably the largest single source of gold in 
recent weeks has been the Swiss National Bank 
which sells gold freely to the public in the form of 
20 franc gold pieces. These pieces, worth about 
$6.60 at $35 an ounce, sell at the equivalent of 
about $7.50, if francs can be obtained at the official 
rate of exchange of 4.3 Swiss francs per dollar. But 
if the purchaser can get only 3.7 Swiss francs per 
dollar, he actually pays the equivalent of about $8. 

Last year considerable quantities of gold were 
sold in Europe by Mexico. The gold pieces, called 
centennarios, were sold in Mexico at $50, which made 
the gold they contain worth about $41 an ounce. 
Their sale was discontinued a few months ago; pre- 
sumably the mint could not keep up with the de- 
mand. Gold pieces are also to be minted by Peru. 


Producers Ask for Free Coinage of Gold 


It is only natural that gold miners and producers 
almost everywhere are clamoring for free coinage 
of gold—a chance to sell their product to the high- 
est bidder. In substance, they say this: if people in 
Europe and in the East are willing to pay premi- 
ums for gold so as to protect their savings, why not 
let us sell them the newly mined metal. The statu- 
tory price of gold, based almost everywhere on $35 
an ounce, has become too low to permit us to stay in 
business. Unless the price is raised, gold mining 
activity must decline in the face of the rising de- 
mand for gold. 

What happened to the mining of gold during the 
war? As will be seen from the accompanying chart, 
the world output of gold reached a peak in 1941; 
in that year the world outside of Russia mined about 
37 million ounces worth about $1,300 million. Rus- 
sia probably produced another $120 million of 
gold. After 1941, gold production declined. By 
1945, it was down to about the 1933 level from 
which it was lifted by the price increase from $20.67 
an ounce to $35 an ounce. The causes were many. 
In the United States and Australia, gold mining 
was simply prohibited or drastically restricted as 
nonessential to war effort. In Canada and South 
Africa, the output was forced down by the short- 
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age of labor and the lack of mine equipment. Only 
in West Africa and Latin America could produc- 
tion be maintained near the pre-war levels, although 
even their inability to get new mining machinery 
began to tell. 

The recovery from the 1945 low point has not 
been promising. In the United States the produc- 
tion increased by 50 per cent to about 1.5 million 
ounces, but owing to the rise of production costs it 
is doubtful that it will ever be brought up to the 
1941 level of 5.2 million ounces if the price stays 
where it is now. In Canada the mining of gold 
made a good start in 1945, but in July 1946 the 
price received by producers was lowered from $38.50 
to $35 an ounce as a result of the restoration of 
parity between the Canadian and the U. S. dollars. 
Meanwhile, profit margins have been further nar- 
rowed by the rise in wages. Nevertheless, Canadian 
production is bound to expand somewhat because 
of promising new discoveries in Ontario, Quebec, 
and the Great Slave Lake area in the Northern 
Territories. 

The expansion of gold mining in Australia was 
also held back in 1946 by rising costs. But is ex- 
pected that tax relief and more efficient mining 
methods may spur output. The prospects in West 
Africa are encouraging. The rise in costs has been 
relatively moderate and labor is plentiful. Further 
expansion of production depends upon the avail- 
ability of new mining equipment. The Philippine 
gold mining industry, which showed great promise 
before the war, is now in the process of rehabilita- 
tion; production costs will undoubtedly be much 
higher than before the war. 

Gold mining in South Africa has become as rou- 
tine as a manufacturing process. The unique de- 
posit through which gold is dispersed in minute 
quantities—in some places less and in some places 
more —is shaped like an 


the mainstays of the industry—has become restive 
and the recruiting no longer meets with the response 
of earlier years. The cost of mine stores and coal 
have gone up sharply, and with wages also higher, 
the production costs advanced from 40 to 50 per 
cent from pre-war. The cost of opening of new 
mines is said to be almost 100 per cent higher. 


South African Profits Squeezed 

The mines working with small profit margins are 
finding it difficult to operate even with substantial 
tax relief provided by the South African Govern- 
ment in the last and the current. budgets. Should 
labor costs rise further, there may be widespread 
closing of mines and general curtailment of oper- 
ations. A few mines, in fact, have closed already. 

But South African mining companies are not yet 
licked. They hope that between the reduction of 
coal prices, railway freight rates and taxes, they 
can prevent the costs from rising and thus maintain 
the output at about the present level. They are 
also working at the extension of the mechanization 
of underground operations. But the new equipment 
is expensive and the big question is whether they 
can raise money to carry out some of their ideas 
now that the future of gold mining is rather uncer- 
tain. 

Hence because of the rising costs, chances prac- 
tically everywhere are rather slim that gold pro- 
duction will be materially expanded above the last 
year’s level. One possibility is that the Russian pro- 
duction will eventually increase. Costs should be no 
problem to the Russians who will probably need all 
the gold they can mine to pay for their imports, 
particularly if no foreign loans are forthcoming. 
Russia is reported to have placed here a large order 
for gold mining machinery including several giant 
dredges. She is also (Please turn to page 697) 
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*hoto by Int. News 
San Francisco-Oakland Bay Bridge, symbol of 
the great industrial development of California 


By JOHN D. C. WELDON 


: igves PACIFIC SOUTHWEST is notable for the great 

expansion that occurred during the war period 
in population, industrial activity and wealth, and 
for the marked extent to which these gains have 
been maintained and even increased since the war 
ended. The widespread migration of people and 
industries to this section between 1940 and 1945 
was at the time generally considered a temporary 
movement, but events during the last year and one- 
half indicate that most of it will be permanent; 
moreover, that there will continue to be a rapid rate 
of growth similar to the long-term upward trend in 
the years before the war. 

Problems of war plant reconversion and_ shifts 
in employment have been met with a high degree of 
success. Many new industries are expanding, vast 
hydroelectric and irrigation projects are going for- 
ward, total income payments have held around the 
wartime peak, and retail trade is still booming. 

In numerous respects the developments in the 
Pacific Southwest resemble those of the Northwest, 
treated in our preceding article which began this 
series of regional surveys, but they are even more 
widely diversified. Within the six states of Arizona, 
California, Colorado, Nevada, New Mexico, and 
Utah are found the most extreme range of con- 
trasts and the largest variety of major industries in 
any part of the world. 

California, which overshadows the other five 
states of the group in population and wealth, has a 
range of topography varying from the highest point 
in the U.S. (Mount Whitney, 14,996 ft. elevation) 
to the lowest point in the U.S. (Death Valley, 276 
ft. below sea level), a climate ranging from frigid 
to torrid, and a production spreading over almost 
the entire field of natural resources, agricultural 
products, and finished goods. The later range from 
motion pictures, cosmetics, and style merchandise, 
down to deep-sea fishing along its 1,264-mile coast- 
line, which comprises nearly half of the U.S. Pacific 
coastline and is considerably longer than the dis- 
tance from New York to Chicago. 
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Photo Ewing Galloway 
A forest of derricks at Signal Hill 
Oil Field near Long Beach, Calif, 


A large share of all the leading American cor- 
porations now have a vital interest in the pros- 
perity of the Pacific Southwest, either as a market 
for their products or a source of supply, and a 
steadily increasing number of companies having 
headquarters elsewhere are establishing branches 
here. 

An industrial tour of California just completed 
by a group of Eastern industrialists, sponsored by 
the National Association of Manufacturers and the 
State Chamber of Commerce, has resulted in the 
purchase of many additional sites for the establish- 
ment of branch plants. Westinghouse Electric is 
converting its big war plant—Josiah Hendy Iron 
Works at Sunnyvale — to production of electric 
stoves, refrigerators and other products, while Gen- 
eral Electric has 57 acres in the same Santa Clara 
County for construction of a new plant. In the San 
Jose area south of San Francisco, International 
Minerals & Chemicals, International Business Ma- 
chines, and several companies fabricating steel 
products, making baby foods and other products, 
are setting up branches. The New York Times re- 
porter on the tour pointed out that “industrialists 
are banking for the immediate future not on those 
hundreds of millions of potential customers in the 
Orient but on the West’s own population, including 
the 2 million residents added during the 1940's.” 
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From the com- 
parative figures 
on size and popu- 
lation growth 
during the war 
period given in 
the table, it will 
be seen that every 
one of these 
states has an area 
exceeding the ¥ 
whole of New 
England (includ- 
ing Maine, by no 
means a small 
state). This sec- 
tion, whose area 
comprises 23% 
of the U. S. total, had in 1945 a civilian population 
of 12 million, or only 9% of the U. S. total, but a 
population growth in the period 1940-45 of 21% 
while the U. S. total had practically no increase. 








WARTIME SHIFTS OF CIVILIAN POPULATION 
OF THE PACIFIC SOUTHWEST STATES 
1945 Per Cent 








Area in Population Change 
Sq. Miles (anes) 1940-45 
PRISONER) 2566 vs 24% 113,909 6: 30 +25.6 
oo 158,693 8,823 +26.6 
Se a a 104,247 1,121 — 0.4 
PREIS ob gisolea's owe 110,540 160 +45.4 
New Mexico ...... 121,666 535 + 0.2 
RIGOR: ‘dss aisihe occ oe 84,916 617 +11.6 
Total, P.S.W. . 693,971 11,886 +21.4 
Total, U.S. .... 3,022,387 131,976 + 0.2 
P.S.W. Per Cent to Total 23.0% 9.0 


During the period of 100 years since the famous 
rush of gold prospectors to California in the late 
1840’s, that state has grown in population from less 
than 100,000 to over 9 million, and is estimated to 
have recently passed Pennsylvania and thus to be 
exceeded only by New York. 

Many people, including investors, of this country 
who have not been in the Pacific Southwest may still 
picture it as a boundless, arid land of magnificent 
scenery, gold mines, and motion picture denen. Yet 
the U.S. Department of Agriculture statistics show 
that these six states now account for one-eighth of 
the total cash farm income in the U.S. 

Food products are the basis of many of its large 
and prosperous industries. Cash farm income in 
California is now the largest of any state in the 
Union, having increased from $613 million in 1936 
to $1.765 million in 1945, and $1.767 million in the 
first 11 months of 1946, as shown in the next table. 

Agriculture in most parts of this region depends 
to considerable extent upon irrigation. The success- 
ful completion fourteen years ago of Boulder Dam 
(formerly Hoover Dam, to which name it may be 
changed back by Congress), the highest dam in the 
world, located on the Colorado River along the 
Nevada-Arizona border, was followed by the Roose- 
velt Dam in the Salt River valley of Arizona, and 
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A series of great irrigation and power projects 
include Rocsevelt Dam in Salt River Valley, Ariz. 


then by a series 
of similar great 
projects through- 
out the Pacific 
and Southwest, 
having as their 
purpose both ir- 
rigation and the 
generation of 
cheap electric 
power. 

One of the most 
dramatic projects 
now under way is 
in the Central 
Valley of Cali- 
fornia, where 
part of the Sac- 
ramento River, which runs south and carries billions 
of tons of rain and snow water from the Sierra 
Nevada Mountain slopes to the sea, will be pumped 
into a canal, carried far to the south, and then 
dumped into the San Joaquin River which flows 
north and eventually joins the Sacramento in their 
common outlet to the ocean at San Francisco Bay. 
Central Valley, larger in area than England, pro- 
duces some 220 different crops, including one-half 
of the world’s supply of dried fruits, and has over 
1,000 factories processing foods. 


CASH FARM INCOME FROM CROPS AND LIVESTOCK 
IN THE PACIFIC SOUTHWEST STATES 
(In Millions of Dollars) 








Year Year 11 Mos. 
1936 1945 1946 

PRMMNIN 5 hor 2s scBreGlic BiaiaveieTe sieronieoon $ 48 $ 187 § 143 
ot i ai ta 613 1,765 1,767 
PPO ENG c ott, oe oma inai Lee 131 823 360 
IMU REREA RS a2) = cists bio.ecdiern ra aches ra 12 27 28 
PW PRTERICO 5.50 etc e ales Dae 48 117 125 
MOM MEM e verona Sis stars ea eiceisealataieeee 42 119 110 
POUANE SSW ols ocateciclaleat See 894. 3,488 2,533 
MGTAR Oe ok oid oreiciaied areedas 8,212 20,710 21,459 


Projects such as this for catching and holding the 
precious moisture for irrigating millions of acres of 
fertile land are typical of the developments in all six 
states of this region, and are a truly revolutionary 
force in American agriculture. These states have al- 
ready risen to positions of leadership or importance 
in grain crops such as wheat, corn, oats, barley, and 
rice; in fruits such as oranges, lemons, grapefruit, 
canteloupes, apples, peaches, plums, pears, olives, 
grapes, cherries, apricots, and prunes; also in vege- 
tables, sugar beets, walnuts, pecans, alfalfa, and 
long-staple cotton. 

Livestock and dairying are of major importance, 
and most of the large meat packing and dairy prod- 
ucts companies have branch plants here. Other well- 
known food products companies in the region in- 
clude, in San Francisco: California Packing, Golden 
State, F. E. Booth, Langendorf Bakeries, Union 
Sugar, Alaska Packers, Alaska Pacific Salmon, and 
Shasta Water. There are the California Consumers, 
and Arden Farms in Los Angeles; Great Western 
Sugar, and Colorado Milling & Elevator in Denver: 
National Sugar Mfg. in Sugar City, Colo.; Holly 
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Recent New Stock Offerings of Companies in the Pacific Southwest 

Year Sales 

Ended (000s) 

Bardwell & McAlister, Inc..............c::c:ccccsseseeeeee ae Me GR: a.0siteccintesnedinnjotncteiedsceks Photographic equip.  .............:.:sssseseeeeee 4-30-46 $1,797 
RP OUI COU, oec noses ceiescccercccecccaseceveseonses Denver, Colo. Production & refin. . 12-31-45 11,559 
Ben-Hur Products, Inc. MONE io ceccroscacpncesscteecareiaiponten Coffee & spices ....... 12-31-45 5,965 
Capital Records, Inc. Hollywood, Cal. Phonograph records ..... 12-31-45 5,120 
Clary Multiplier Co. BO Ms GENS voesciesnssrceickccesescoccegevvacs Adding & calc. mach. .. 12-31-45 2,684 
Drayer-H Inc Los Angeles, Cal. Air condition. equip. deteiecaseditinke truant 6-30-46 2,478 
Ducommun Metals 5 MOGI Gee snceccsiselsseccscases Vernon, Cal. Whol. steel & suppli 12-31-45 15,279 
Max Factor & Co. Hollywod, i Stiliandiinsidlnittinitpabicieaiiniasienile Make-up & cosmetics .......ccccccccccceceeeeeeee 12-31-45 16,825 
Fernstrom Paper Mills P Cal .....Paper manufacturing .. 12-31-45 1.913 
ce a een nnn Denver, Colo. pilunartancdiddetthlliedensnibebtbeianebbiteds Fabricating & galvan. .... 12-31-45 1,727 
Gentry, Inc. MN I COO secasicctsnnscasacasicsrousscececone Dried food seasonings .. 6-30-45 5,411 
Gordon Stores Co., Ime. ..........cccccccceeee Denver, Colo. ......... ..Department stores .......... 1-31-46 2,485 
Grand Stores Co. I NS ogc cis codansscencseususacantesioel Department stores 6-30-46 2,506 
Hartfield Stores, Inc. Los Angeles, Cal. Women's apparel! ...... 1-31-46 2,367 

| C. J. Hendry, Inc. San Fr Cal. Ship ch y supply .. 12-31-45 6,054 
| Hoffman Radio Corp. ..........c000- Los Angeles, Cal. Radio & shonograoh ...... 12-31-45 4,244 
Macco Corporation Clearwater, Cal. Ean 12-31-45 12,095 
<2" eae Oakland, Cal. Chain groceries 12-31-45 10,375 

| Mission eager Corp. ie yy SE Water heaters ..... 6-30-46 3,219 
Natl. Alfalfa Dehy. Co. PR eae ae Stock & poultry feed ...........0...cccccceee 9-30-45 11,872 
Purex Corporation ; South Gate, Cal. : Household cleaners .... 6,562 
ON" Se ~  SeSas San Fr Cal. se Packaged food — 30,719 
Sterling Electric Motors, Inc... ..Los Angeles, Cele ee Oe Electric motors ............ 2,008 
CASSEL 25S i RS a en Los Angeles, Cal. .... Refrigeration equip. 5,584 
Thrifty Drug Stores Co eS Se ee Chain drugs ..... 33,214 
Treesweet Products Co.  .....1.....sccccccscssccsceccssecece SEMI AMG, CGl. .20.ncccscscscrsscecscrercecseceessece Citrus juices & pres. 3,800 
Utility Appli Corp. " WR EN GUNNS osc raccaseoccacsnacrusseqssconencace Heating equipment 3,456 

f) Sede oe SDR Oe BURNEROS (Gis 6.0.0 --cccsceassecscnseoneroren Los Angeles, Cal. ... Auto n 3,897 
| Western Frozen Foods Co.................:ccscsssseseeneees Watsonville, Cal. Frozen foods ......... 3,141 














Sugar in Colorado Springs; Amalgamated Sugar 
in Ogden; Utah-Idaho Sugar in Salt Lake City; 
Kingsburg Cotton Oil in Kingsburg, Calif.; and 
Mission Dry i in Vernon, Calif. The beverage indus- 
tries also are of prime importance, including wines, 
liqueurs, whiskies, beer, and soft drinks. 

Food Machinery Company at San Jose, Calif., is 
the world’s largest manufacturer of food processing 
and packing equipment. 

Ever since pioneer days this region has been 
famous for its vast mineral resources, while in more 
recent years new plants for smelting, refining, and 
fabricating have been the basis for numerous indus- 
tries. The ‘leading minerals found here are gold, sil- 
ver, copper, lead, : zinc, molybdenum, platinum, tung- 
sten, vanadium, mercury, sulphur, graphite, borax, 
arsenic, uranium, radium, salt, and asbestos. There 
are extensive deposits of iron ore, coal, limestone, 
gypsum, and marble, as well as petroleum and 
natural gas. Colorado is the world’s principal source 
of helium. 

Many of the largest mining companies have prop- 
erties in the Pacific Southwest, and those having 
headquarters here include Bunker Hill & Sullivan, 
Argonaut Mining, and Leslie Salt in San Francisco 
Black Hawk Consolidated Mines at Silver City, 
N.M.; Bagdad Copper at Hillside, Ariz.; Silver 
King Coalition Mines at Salt Lake City; Consoli- 
dated Coppermines at Kimberly, Nev.; Tonopah 
Mining at Tonopah, Nev.; Utah Fuel at Salt Lake 
City; Natomas Co. at Sacramento; Potash Co. at 
Denver; and Amer. Potash & Chemical at Trona, 
Calif. 

Petroleum producing and refining companies here 
include Standard Oil (Calif.), North American Oil 
and Bishop Oil at San Francisco; Richfield Oil, 
Union Oil, Superior Oil, and Bandini Petroleum at 
Los Angeles; Mission Corp. at Reno; Holly Oil at 
Colorado Springs; Hancock Oil at Long Beach, 
Calif.; and Argo Oil at Denver. 

Large steel companies include Colorado Fuel & 
Iron at Denver; U.S. Steel (which recently pur- 
chased Geneva Steel Works at Provo, Utah, from 
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the Government, and acquired Consolidated Steel 
Corp. of Los Angeles by merger, and is spending 


$25 million on its subsidiary Columbia Steel at 
Pittsburgh, Calif.) the Kaiser Company, Inc., at 


Fontana, Calif.; and extensive plants, including 
shipbuilding, of Bethlehem Steel. Other steel com- 
panies also are looking to westward expansion. 

In the case of aircraft manufacturing and ship- 
building, two industries which experienced almost 
unbelievable expansion during the war period, the 
latter has contracted the most drastically since the 
end of the war, although it still has some repair 
and conversion work. Aircraft production is still 
quite active, due to the shift to passenger and cargo 
planes for the air transport companies both here 
and abroad, plus new lines such as trucks and buses. 

Some of the large plane manufacturers are now 
operating at a rate three times that of prewar, al- 
though but a small fraction of the wartime peak. 
The "pkaia plane builders include Consolidated 
Vultee, and Ryan Aeronautical at San Diego; 
Lockheed Aircraft at (Please turn to page 792) 


Citrus fruits are only one of the huge agricul- 
tural crops bringing prosperity to the Southwest 
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DISMISSING Senator McKellar’s fight against con- 
firmation of Lilienthal and Clapp as a personal 
grudge, having nothing to do with the real issues, 
it became clear in the closing days of the hearings 
that a contest was being waged on fundamentals. It 
would have made no difference if other men who had 
served the New Deal were the nominees. Extraneous 





WASHINGTON SEES: 


The spectacle of a bank with two billion dol- 
lars in loan applications pending neglecting to 
perform any of its banking functions for three 
full months is hard to visualize because such a 
thing just couldn't happen in private enterprise. 
The World Bank, dormant since Eugene Meyer 
resigned the presidency in December, is about 
to get under way finally, with John J. McCloy, 
the former assistant secretary of war, as its 


head. 


France, Poland, the Netherlands, Iran and 
Denmark are the applicant countries whose 
needs are likely to be given immediate thought 
—favorable consideration unless grave political 
barriers appear. And those bars will have to be 
grave to stand in the way of a loan, for the real 
test will be in terms of sound, calculated credit 
risks. 


Delay in getting started may work out for 
the best. Meyer was an excellent choice for the 
chairmanship but he took the post with the 
understanding that he would set up its me- 
chanics and resign. It is essential that a perma- 
nent chairman be found who has the confidence 
of the financial world, for it is in that orbit that 
the World Bank must get its sustenance by sell- 
ing the securities it takes. McCloy fills the bill. 
He has an enviable record as an administrator 
and as a lawyer. And the directors of the bank 
have wisely expanded his power and have per- 
mitted him to appoint his own key men. 








By E. K. T. 
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issues ruled. At least two who voted against the 
Presidential designees in committee said their mo- 
tive was to root traces of Roosevelt policies out of 
government. Another admitted his opposition vote 
was a protest against TVA. The last weak threads 
of White House-Capitol cooperation are breaking! 
THE BREAD BASKET js displacing the diplomatic 
pouch as the symbol of international good relations. 
This is clear to President Truman and Secretary 
Marshall, even if not quite clear to some leaders in 
Congress. Great Britain’s pulling out of aid to 
Greece emphasizes her domestic problems; China has 
been laid economically low by inflation; France has 
multiple problems; news has leaked out of Russia of 
famine growing to tremendous proportions. ‘Today 
the “wheat belt” is as deep in diplomacy as is Penn- 
sylvania Avenue. 

INDUSTRY has more worries to pass on to its trans- 
portation departments than the current shortage of 
boxcars. The problem now growing is one of ships 
and higher freight rates. Authorization for private 
operation of government-owned ships in coastal and 
intercoastal trade has been extended by Congress 
to June 30. But as of that date prospect of better 
revenues must be evident if there is to be continuance 
of that service. And the recent report of the Penn- 
sylvania Railroad showing an operating loss despite 
record freight movements points up the essentiality 
of higher freight rates, hints continued transpor- 
tation headaches. 


AGRICULTURE can continue to look to Britain to 
pick up this country’s farm products but the deal 
doesn’t shape up as a good one unless financial aid 
is extended to the purchaser. England’s need of 
present and prospective food surpluses from the 
United States far exceeds ability to pay from her 
present dollar balance, at current prices. A pro- 
gram of discounts, export subsidies or something 
akin to this country’s direct relief program may be 
necessary. The food situation has become so seri- 
ous that Food Minister Strachey is due in Wash- 
ington by mid-March to plead with White House 
and congressional leaders for assistance in solving it. 
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Republican members of Congress are divided on 

















Pp] WWE what form of treatment they should accord the reciprocal 
The knock-down advocates are not without impor-— 
tant support. They have the potent ways and means com— 


trade agreements program. Some favor a slashing attack, 
mittee of the House on their side. But Speaker Joseph 
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quarrel cuts much deeper than simple difference of opinion. 
slowdown on actions designed to carry out the party's 
pre-election promises. He is counselling extreme caution. 


others are fostering a kid-gloves approach, and the 
P, | W. Martin, jr., is developing a tendehcy for legislative 











On the Senate side, such important figures as 
Senator Arthur H. Vandenburg, chairman of the foreign 
affairs committee, and Senator Eugene D. Millikin, chair— 


man of the finance committee, are taking an analytical view. Vandenburg sees the 
possibility of chafing other countries; Milliken has appraised results of the most 
recent vote on trade treaties, doubts whether the upper house would treat the policy 
roughly, knows it hasn't the votes to override a Presidential veto. 









































Probable result will be a victory for President Truman. He is willing to make 
procedural changes, offer essential guaranties against free trade or tariff levels 
below the line of protection for domestic industry and agriculture. 





























seldom active in Congressional happenings, the West Coast motion picture 
industry is deep in the issue. Its profits can be wiped out if there are barriers 
imposed against free entry to the foreign market for American films — especially 
in the United Kingdom. Around the perimeter of the United States are maritime 
localities who would "leave well enough alone." 

















In spite of Attorney General Tom Clark's advice that no new legislation is 
necessary to cope with the problem of monopolies, there is a strong movement on 
Capitol Hill to explore the entire antitrust law and remake it. Every United States 
Attorney General's assistant charged with enforcement of this law has been seized by 
the notion that he must become the all-time "greatest trust buster." Thurman Arnold 


was one; his successor, who has just quit the job — Wendell Berge — was another. 























service. It is known, however, that the huge Congressional appropriations asked for 
the division were not in sight. That undoubtedly played a part. 














The new anti-monopoly program is sponsored by a group of "liberal" Senators 
and is one to make any trust—buster smack his lips. There's one fly in the ointment: 








it hasn't a chance of enactment. Senators Morse, Aiken, Young, Langer, Murray, 
Taylor and Kilgore have teamed to put it over. Examination of two of its clauses is 
sufficient to pick its overall tone: 




















All future mergers or corporate acquisitions that tend to lessen competition 























monopolistic character does not lend itself to control of anti-monopoly regulation. 








Interesting aspect of the campaign for broader antitrust laws is the fact 
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There is powerful support in the present Congress for placing unions under 
antitrust laws, removing the exemption which now exists because unions are not speci-— 
rically mentioned in the Act and because courts have interpreted that lack of mention 
.o mean they cannot be brought in by implication. 




















Senator O'Mahoney of Montana, wants federal charters for large corporations 
(a throw—back to TNEC) on the theory that their operations are in many states and some 
of them are richer than the state of their incorporation. That rings familiar: foes 
of industry—wide collective bargaining are making the same argument to support their 
-egislation. 




















And just around the legislative corner are half a dozen bills to deal with 
the secondary boycott. In the process of equalizing the responsibilities of capital 
end labor to the general public it is being argued that for employers to agree with 


























.ot to handle the products of their competitors who "don't go along on industry 
practices" aren't far separated. 











Yet the unions long have combined in such operations without molestation from 
the federal law, while capital faces prosecution if it attempts the same thing. The 
_ew drive is bringing this inequality out in bold relief. 

















The Committee for Economic Development has turned out a report on labor 
management relations that deserves the attention of both sides, and of Congress. And 
it is receiving attention. Proposed is the creation of a new federal mediation service 

o be manned by competent, experienced persons whose duty it would be to aid state and 
local mediation bodies in addition to supplying personnel to handle cases submitted 
direct to Washington. 


























Assisting would be a labor-management council acting as a research agency and 
liaison between the mediation service and capital and labor. Under the committee's 
vlan, a union could not vote to strike and the employer could not lockout until 10 
days after the mediation service had been called in. And the vote, if taken, would 
.e required to be under secret ballot with impartial supervision. 


























Other problems treated are bans against jurisdictional strikes and a re— 
-uirement, that contract clauses be submitted to Washington for final interpretation. 
Taese and other major points make interesting discussion but it is impossible for a 
“ashington observer to miss the nonchalance with which great labor organizations view 
“ovements on Capitol Hill. They seem unafraid. 




















.ssued by the Department of Commerce. Current records indicate the greatest interest 
-.. world trade since the days of the clipper ships. But there are pitfalls and there 
is need for specialized knowledge. The new booklet attempts to cover both. 

















The Bulwinkle Bill to relieve railroads of the danger of prosecution for 
ertain rate-fixing practices will come up in the Senate soon and prospect is that it 
i111 barely pass. The House has overwhelmingly indorsed the measure (in a vote taken 
~St year) and is ready to repeat. But even its most ardent supporters say the Senate 
-rgin of victory will be too light to enact the law over a Presidential veto. 






































Robert R. Young, currently "Mr. Railroads" as thrown his weight against the 
Dill. He sees it as an instrument to end railroad competition. Young, however, is 


vucking the thought of other railroaders, state regulatory bodies — even the Inter- 
~ vate Commerce Commission. The Department of Justice wants the legislation killed. 
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HE Unirep Srares stands on the threshold of a 
great post-war decision. 

The problem is “Can this country enjoy the 
fruits of post-war prosperity while an entire world 
is crumbling around it?” 

That is the gist of the round of talks which Sec- 
retary of State George C. Marshall and other top- 
flight Administration advisers have had with the 
President and Congress. 

The decision to rescue Greece by taking over 
British obligations in the Balkan peninsula is con- 
firmation that the economic impact of the disaster 
which is enveloping the United Kingdom, France, 
and China is being felt acutely in the United States. 

Foreign policy and diplomacy are mixed with 
economics at this critical stage of post-war policy. 
Marshall was blunt in telling Congress; so was 
former President Hoover who informed the Presi- 
dent that Germany must be fed, irrespective of the 
cost and irrespective of budget planners who have 
been bent on cutting the 1948 budget. 

The impact on the American economy was only 
slightly felt until Marshall and Hoover apprised 
the 80th Congress of what is happening in the 
world. 

Britain, bulwark of the capitalist system in 
Europe, simply cannot meet her obligations. Here- 
tofore her prosperity depended to some degree on 
her trade with Europe, but Europe is bankrupt, the 
world needs dollars and the world has no dollars. 

If the world goes broke the United States will 
go broke in the process and simple palliatives like 
the $350,000,000 sought by the President to feed 
liberated areas, with the demise of the United Na- 
tions Relief and Rehabilitation Administration, and 
Hoover’s relief needs in Germany are not enough 
to rescue a world already tottering economically. 

There are two alternatives open to the economic 
advisers of the President: 
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1. To go along with the deflationists and isola- 
tionists and permit complete bankruptcy of im- 
portant segments of the capitalist world. This 
group believes in letting inflation run its course. 
After that start all over again. 


2. To aid economically ill nations through finan- 
cial missions, coupled with relief. On top of this to 
have the World Bank and the International Mone- 
tary fund aid in currency stabilization and to make 
funds available for reconstruction. 

If the first alternative ran its course, communism 
is inevitable. Nationalization has already taken 
root in some countries. It is only one step removed 
from complete state control and elimination of the 
capitalist system as it has been known during the 
19th and 20th centuries in those nations. 

The second alternative offers many difficulties. 
Those in Congress who have believed in isolationism 
will be hard to convince that the United States 
should finance economic recovery in many countries, 
whose politics are dubious. After all, the United 
States has already shelled out $27,000,000,000 in 
gifts, loans, surplus property, lend-lease supplies. 

The following is an analysis of economic condi- 
tions in the four principal countries which are ex- 
erting an impact on the American economy: 


United Kingdom 


The recent British White Paper should have been 
dubbed the British Red Paper, because it dealt with 
the huge deficit for 1947. 

Payments for overseas purchases, outlays for the 
British Army and Navy and other obligations are 
estimated at $6,500,000,000. Exports and other 
revenues will total $5,100,000,000, leaving a deficit 
of $1,400,000,000. 

To finance this deficit, the British Treasury will 
draw on the proceeds from the $3,750,000,000 
American loan and $1,250,000,000 Canadian loan. 
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To have attained even these goals would have 
been a Herculean task for a Britain beset by a 
manpower shortage, antiquated machinery and pro- 
duction methods. On top of this, the severe winter 
with its paralyzing effect on the transport system 
and the public utilities which supply the power to 
gear the production machinery, has thrown out of 
kilter the optimistic plans of the Attlee government. 

This is only part of Britain’s overseas obligations. 
No account is made in the budget message of Anglo- 
American obligations to feed the Anglo-American 
zones in Germany. Neither did the budget disclose 
the extent of Britain’s financial aid to Greece. She 
asked the United States to take over her Greek 
commitments, but at the expense of prestige 
throughout the world. 

In ‘addition, Britain is obligated to permit the 
conversion of sterling into any other currency under 
the British-American loan agreement. If by July 
15, she does not exercise the escape clause in this 
pact she faces a further drain. She must withdraw 
dollars from the American loan to convert sterling 
obligations. The sterling strain from Argentina 
has been eased through ‘the sale of British-owned 
railways there, but at the same time this transac- 
tion has led to another reduction in the invisible in- 
come of U.K. 

Britain has already drawn down $900,000,000 of 
the American loan. This is significant because it 
emphasizes the importance she places on imports 
from the United States and the adverse balance she 
is building through her heavy purchases in this 
country. 

Britain now is buying at the rate of $750,000,000 
a year in the U nited States and is exporting at the 
rate of only $150,000,000 a year. This means that 
$600,000,000 more is going out than is coming in. 
It is only a matter of years before her dollar re- 
sources will be exhausted. 

Further aggravating Britain’s dollar problem is 
the fact that she has accumulated more than $500,- 
000,000 in so-called “soft” currencies in pushing 
exports to France, Denmark, Belgium and_ the 
Netherlands. So long as these currencies are not 
readily convertible into dollars, they are of no help 
to the British Treasury. This situation may be 
corrected in time in view of the fact that Interna- 
tional Monetary Fund has begun operations. 

So momentous is Britain’s financial gravity that 
the Financial Editor of Reuters warned that her 
collapse would be “the biggest crash since the fall 
of Constantinople . . . with reverberations affecting 
the world for centuries.” 


France 


France, valiantly trying to make a comeback 
after years of German occupation, looks to the 
United States for aid, but her troubles are also 
exerting pressure against the American economy. 
The impact of France’s difficulties on American re- 
covery are not great at this time, but in the event 
that political strife grips her, this influence would 
be strongly felt. 
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With $1,400,000,000 in American loans and 
credits made available in 1946, France is striving 
towards her four-year plan of reconstruction. 
Under the leadership of President Vincent Auriol 
and Premier Paul Ramadier some progress has been 
made in recent months in curtailing rising costs. 

More production is the keynote of the Ramadier 
government, but the success of this policy depends 
on the Communists and the cooperation they offer 
to the government. 

While seeking a $500,000,000 from the Interna- 
tional Bank for Reconstruction and Development, 
Ramadier is attacking inflation through pledges of 
voluntary price reductions, averaging 5 percent. At 
first the policy was successful, but when the volun- 
tary pledges were forgotten the spiral of climbing 
prices was in motion again. 

To offset this, Ramadier is telling the Commun- 
ists and the producers that a successful fight against 
inflation and a pledge of no strikes must be carried 
through to obtain the $500,000,000 World Bank 
loan to set French economy on an equilibrium. 

One of the brightest pictures in France’s post- 
war recovery is the substantial increase in coal out- 
put. The miners follow the Communist party and 
they have worked harder during recent turbulent 
months than they did during better times. 

However, even on this horizon there is a cloud. 
If the Communists decide to drop their cooperation 
with the government, the coal miners may leave the 
pits, leading to shutdowns of French plants and 
stiffer rationing of heat and electricity for French 
consumers. The consequences of such a strike are 
grave. 

France like Britain is sending the bulk of her 
exports to neighboring countries. They pay in cur- 
rencies which are not easily convertible into dollars. 
Her problem is the same as that of Britain. France 
is dollar poor. For example in 1946 France bought 
$700,000,000 worth of goods in the United States 
and exported only $60,000,000, giving her an ad- 
verse balance of trade with this country totaling 
$640,000,000. 

Consequently, unless France raises her output 
substantially to reduce this dollar deficit, she must 
stop buying in the United States, or find another 
source of dollar exchange. 


China 


Inflation ridden China is closer to economic dis- 
aster than either France or Britain. A diagnosis of 
her troubles by leading economists, reveals that she 
will be a sick naticn for sometime to come. 

So long as civil war rages in China and so long 
as Generalissimo Chiang Kai-Shek demands that his 
Finance Ministers find the money to finance his 
large Nationalist Army to fight the Communists, 
financial equilibrium in Chiva will never become a 
reality. Inflation, Canine and the other horsemen 
of the economic Apocalypse will follow in the wake 
of the civil war. (Pliase turn to page 693) 


THE MAGAZINE OF WALL STREET 



















T 


stu 
lav 
the 
pri 
fro 
par 
the 
dip 
ab 
pot 
In. 
hav 
tert 
enh 
pris 
sur 
I 
nun 
belc 
thei 
Wh 
furt 
cour 
or « 
Wide 
pon 
an 
Spec 
shar 
MAI 








and 
ing 
ion. 
riol 
een 











dier 
ends 


yffer 





rma- 
ent, 
s of 
a 
un- 
bing 














nun- 
unst 
“ried 


Sank 


ost- 
out- 

and 
alent 


loud. 
ation 
e the 

and 
-ench 
e are 


f her 
| cur- 
lars. 
rance 
vught 
states 
n ad- 
taling 


utput 
must 
other 


ie dis- 
ysis of 
at she 


» long 
iat his 
ce his 
unists, 
ome a 
‘semen 
> wake 
» 693) 


[REET 













































































































































quick assets values and 
for obvious reasons. On 
the other hand, lack of 
market sponsorship, tem- 
porary handicaps, or 
closely held ownership 
could account for the 
seemingly low price 
status of shares in rela- 
tion to working capital 
of strong concerns in dif- 
ferent industries. If off- 
setting factors are suffi- 
ciently favorable to 
strike a happy balance in 
selected cases, the ab- 
normal price relation- 
ship under discussion 
could spell speculative 
opportunity rather than 
a red flag. With this in 
mind we have selected a 
few concerns whose fun- 
damentals suggest that 
their shares are really 
under valued at current 
levels, at least from the 
viewpoint of longer 
range appreciation po- 
tentials. 











Oliver Corporation 









Selected by Our Staff 


§ ai ASSET VALUE of shares is something ordinarily 

considered of minor significance by investment 
students. This is understandable, for according to 
law stockholders have no direct property rights in 
the assets of a corporation. Aside from voting 
privileges, the right to receive ratable dividends 
from earnings or through liquidation of the com- 
pany, as determined by the directors, constitutes 
their main prop. When share prices, accordingly 
dip below book values, the apparent opportunity for 
a bargain should be weighed in the light of earnings 
potentials rather than upon dollars and cents assets. 
In other words, the company capital employed must 
have. promise of well sustained productivity as a de- 
terminant factor. Quite naturally this prospect is 
enhanced when a shareholder can buy into an enter- 
prise on a basis which discounts most or all of capital 
sums previously spent for bricks and mortar. 

In the current stock market, the shares of quite a 
number of large concerns are selling not only well 
below their book values but even close to or under 
their net worth as measured by current assets alone. 
While in itself this circumstance signals caution, 
further examination discloses varying reasons to ac- 
count for it. In some cases, an unfavorable outlook 
or chaotic status of an entire industry has caused 
widespread liquidation in the shares of its com- 
ponents. As one example, we refer our readers to 
an analysis of aircraft and airline shares in a 
special section of our current Magazine. Many 
shares in this classification are now priced well below 
MARCH 15, 1947 





For decades past this 
Indiana manufacturer of 
farm equipment has been supplying the farmers with 
a consistently broadening line of items in wide 
demand. While year to year progress has varied in 
line with changes in agricultural prosperity, the 
1947 outlook in this field is above average good. In- 
deed, the company’s president has recently stated 
that demand for its tractors, harvesters, threshing 
machines, balers, etc., was never greater than now, 
although materials shortages may preclude a full 
opportunity to achieve desired production goals. 
While last year’s operations were seriously hampered 
by strikes, shortages and price restrictions in the 
first half, sales for the fiscal year ended October 31, 
1946 dipped only moderately below the 1945 level 
and net profits showed a relative gain of more than 
20%, for a total of just about $2 million. During 
1946, the company spent more than $4 million. for 
improvement and expansion of its facilities, but this 
program is now nearly completed. Although work- 
ing capital since 1941 has expanded from $16.6 
million to $28.3 million in 1946 and the current ratio 
at the end of the 1946 fiscal year stood at about 4!% 
to 1, dividends on the common stock were conserva- 
tively held at 50 cents per share against $1 during 
1945, thus leaving an amount equal to about $1.20 
per share to bolster working capital. Barring work 
stoppages and scant supplies, Oliver should make an 
even better earnings showing in the current year. 
While at present prices around 24, the stock is sell- 
ing a little below its net quick worth of $25.10, the 
low current yield of 2.1% may be largely account- 


665 











able. During the past five years distributions have 
been on a considerably more liberal basis and our 
readers may agree that within a reasonable time the 
current rate is likely to be improved. Both as to 
asset status and appreciation potentials, therefore, 
these shares carry considerable speculative appeal. 


American Laundry Machine Company 


Here we have a concern with a one class capitaliza- 
tion of 544,222 shares of common stock and no 
funded debt, enjoying the leading position as a 
manufacturer of commercial laundry and dry clean- 
ing equipment and with an experience dating back 
to 1909 behind it. While profits have been variable 
during the 38 year record, sometimes running into 
the red during periods of major depression, an un- 
broken dividend record during the entire interval 
attests to a strong financial structure and satisfac- 
tory average earning power. Hence it is interesting 
to note that at a recent price of 35 the shares yield 
5.7% and that weighed against net current assets 
alone they are scarcely more than 1.6 points above 
this factor, based on figures a year ago. While until 
the 1946 annual report of this concern appears, it is 
impossible to make adequate appraisals of its 1947 

otentials, the company reported net earnings of 
397,855 for the 6 months ended June 30, 1946. In 
comparison with the relative period in 1945, these 
figures showed only a moderate decline from a level 
of 93 cents per share to 73 cents. Considering the 
common difficulties shouldered by most manufac- 
turers of durable during the 1946 first half, this 
showing by American Laundry was eminently satis- 
factory, and in the last half further improvement 
was probable. While the business is subject to 
cyclical influences, a high level of national income 
brings larger expenditures for laundry work and 
cleaning of apparel, stimulating processors to ac- 
quire the most modern equipment. Hence the road 
ahead seems bright for this dominant supplier. 

As the company is in an exceptionally strong 
financial position with working capital of over $18 
million after allowance for current liabilities of only 
$2.7 million, it can afford to distribute a liberal 
share of earnings, as has been the case for many 
years past. With relatively few shares outstanding 
and many of these held by their owners for years 
past, the stock has a limited speculative following, 
but based upon fundamentals the shares have room 
for considerable apprecia- 


nine months to a dismal level of minus $4.1 million, 
although tax credits left a deficit of only $316,626 
for the period. But chances are good that the full 
year report will show the company with at least no 
red ink on its books. Scan Mack’s record back for 
a quarter of a century and it will be seen that earn- 
ings have been very satisfactory on the average, with 
deficits occurring only now and then when depres- 


sion reigned. Better yet, the company’s financial f 


position has been so well maintained that since 1922 
shareholders have never failed to get their dividends, 
During the war year period of 1941-45 net earnings 
per share never fell below $4. While military demand 


has gone now, a huge backlog of civilian orders f 
should sustain volume far above prewar and earnings Ff 


should be aided by the elimination of EPT and f 


price controls in 1947. Given a fair break in the 


current year, the company should forge ahead. The f 


business is there and at the end of 1945 working 
capital stood at $34 million, up more than $9 mil- 


lion since the start of the war. In reflection of af 
dividend reduction to $2 annually in 1946 com-f 
pared with $3 in 1945, combined with transient dif- f 


ficulties and the general plunge in the stock mar- 
ket, Mack shares dropped from a high price of 
7634 to a low last fall of 3814. At a recent price 
around 53, some recovery has been achieved but in 
our opinion not adequate to discount the potentials 
ahead. The sole capitalization consists of 597,335 
shares of common, hardly large enough to attract 
important speculative attention, and for what it 
may be worth, book value at the end of 1945 was 
$7814 of which about $57 per share represented net 
current assets. Future prices for the shares of 
course will be governed in the main by the com- 
pany’s progress and by general market action, but 
fundamentally and for the longer term pull, they 
warrant confidence at current price levels. 


General Cigar Co., Inc. 


Company ranks as the leading producer of cigars 
in the United States, operating 14 factories and 69 
tobacco warehouses. Its best known brands are 
White Owl, Robert Burns, William Penn and Van 
Dyck. During its 40 years of experience the com- 
pany has established an outstanding record for 
stable earnings and dividend payments, showing a 
profit even under the most adverse economic con- 
ditions and mailing out dividend checks with unfail- 








tion, other things con- 
sidered. 


Mack Trucks 


Operational difficulties 
and erratic price movements 
for its shares featured the 
1946 history of this manu- 
facturer, one of the oldest 
and strongest in its special 
field. Strikes which lasted 
for months, along with ma- 
terials shortages during most 
of the year depressed oper- 


Niles-Bement-Pond 








Stocks Selling Near or Below Net Quick Asset Values 


American Laundry Machine 
General Cigar .................0+ 
BRO THREES: cccccccscccscccns ss 
Martin, Glenn L. ................ 
Nat'l Enameling & Stamping.... 
CHVOF COPD. ccccescsensecscscesssee 
White Motor. .................:000 


In Dollars Per C Share 
Book Net Fixed Net Current Recent Current Dividend 
Value Assets* Assets* Price Dividendt Yield 
isssee $42.55 $7.35 $33.40 $35 $2.00 5.7% 
inlabaue 43.85 Nil 38.30 31 1.75 5.6 
seunncoee 78.25 19.60 57.00 55 2.00 3.6 
‘ouiies 50.75 4.85 37.40 34 3.00 8.8 
84.53 34.80 49.40 39 2.00 5.1 
siecslsibaies 22.64 4.95 18.00 15 -30 2.0 
esac 40.80 4.96 25.10 24 -50 a 
eachiseon 44.94 14.90 27.30 29 1.25 4.3 


* After Provision for Senior Securities. 
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ing regularity ever 
since 1909.In 
1946 an extra dis- 
tribution equal to 
$1 per share 
brought the total 


Cigar Consumption 


(As shown by tax paid withdrawals — 
millions) 





6.2 ; for the year up to 
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1 a 1927... 6,572 tion consists of $5 
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million 7% _ pre- 
ferred and 472,- 
982 shares of no 
par common. The company’s financial position is so 
strong that as of June 30, 1946 it had borrowed 
only $1.5 million despite an inventory carry of 














1. For nine months ended September 30, 1946, net 


cern appears to be very impressive, yet curiously 
enough the recent priec of around 31 for its shares 
compares with a net current asset value of $38.30, 
and a yield of 5.6% is indicated. Low price in 1946 
was 2734 and the high was 4034, hence the range 
was not far different from that of the general mar- 
ket course. As for 1947 prospects, it is rational to 
assume that as long as the national income remains 
stable around current levels, cigar smoking will 
continue heavy. For that matter, experience has 
shown that purchases of low priced cigars are sub- 
stantial even in poor times, and in this field General 
Cigar Co. is a dominant producer. Cost of every 
description have risen for the company but with 
large volume and wide open pricing privileges, 
profits margins should prove satisfactory to both the 
management and to shareholders. Quite evidently 
it would seem as if this concern is, if anything, 
almost over supplied with net current assets aside 
from inventories, thus bolstering confidence in divi- 
dend stability and warranting hope of occasional 
extra distributions. 


National Enameling and Stamping Company 


Established in 1899, this company has ample op- 
portunity to show what it gould do during both good 
and poor periods. As might be expected of any 
durables manufacturer, the business suffers consider- 
ably in times when general economic conditions are 
in a depressed state. During 1930-32 and again in 
1938-39 deficits appeared in the earnings record, 
but during a dozen or more years since 1929, net 
profits were entirely satisfactory and during war 
years an average of about $5 per share was earned 
annually. Strikes and steel shortages in the first 
half of 1946 turned the tide sharply against this 
concern, resulting in a deficit equal to $5.26 per 
thare for the period. This, however, made no allow- 
ance for tax carry-backs and as sales for the third 
quarter began to soar it can be expected that net 
for the full year was much more encouraging, 
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although the annual report has not yet been pub- 
lished. Given smooth sailing in the current year, 
the company should do exceedingly well, for it rates 
as the leading manufacturer of kitchen war, a num- 
ber one requisite in the establishment of new homes. 
Replacement demand, also, is exceptionally heavy. 
In years immediately preceding the war National 
Enameling enjoyed a volume of around $10 million 
annually, and practically doubled this amount dur- 
ing 1943-45. From the appended table it will be 
noted that book value for the one class common 
shares at last accounts was around $84.53, and the 
ratable portion of net current assets was $49.40 
although the approximate price for the shares was 
recently 39. One explanation of the discrepancy is 
to be found in the snug capitalization of the com- 
pany, consisting of merely 114,775 outstanding no 
par shares. It would be surprising to discover any 
substantia] market sponsorship in such a situation, 
and without senior securities the factor of leverage 
is entirely missing. As the company’s working capi- 
tal was at a record level of $5.6 million in its last 
report, its financial position is strong. On balance, 
the pros and cons for these shares have something 
on both sides. As for fundamentals, the shares seem 
well undervalued from the viewpoint of assets and 
near term potentials, but whether the more impor- 
tant present price-earnings ratio will prove unduly 
low by the end of 1947 is a matter of conjecture at 
this time. The odds, however, favor such a pre- 
diction. 


Niles Bement Pond Company 


Company is an old established manufacturer of 
various machine tools, taps, dies and gages, incorpo- 
rated in 1899. Net earnings have been maintained at 
above average stable level through the years, except 
for moderate deficits incurred during 1931-33. Curi- 
ously enough, even in a depression year like 1938, 
Niles reported net profits equal to $4.88 per share. 
During war years net trended downward under the 
impact of EPT and tight Federal pricing, equalling 
$1.85 per share in 1945. 1946 figures have not yet 
become available but the more important factor is 
the bright prospect which the company enjoys for 
large sales in 1947 to the automotive trade and other 
industries with which it has always done a big busi- 
ness. Aside from about $550,000 notes to banks, 
Niles has no securities outstanding senior to its 789,- 
350 shares of common. At a recent price of 15, the 
current yield of 2% has little appeal but the 1946 
dividend was reduced to 30 cents per share from $1 
in 1945. Under more favorable operating conditions 
now likely, a possible restoration of the rate to $1 
would raise the yield to 6%. Measured by value per 
share of net current assets, the result came to $18, 
or $3 above recent price. Fundamentals combine to 
accord speculative merit to this equity. Proper tim- 
ing, though should be observed, because considerable 
volatility is characteristic of this issue, as shown by 
its 1946-47 high of 2614 and a low of 111%. 
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Prospects and Ratings for Air Lines, Aircrafts, Metals and 
Metal Fabricators and Specialty Stocks 


Part IV 


il HE CHART BELOw presents the action of the stock 
groups discussed in the following pages. There 
are many interesting companies included and you 
are referred to the specific comments you will find 
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on each situation. Judging from the 1946 annual 
reports now coming in, the majority of industrial - 
concerns have pushed sales and earnings to record 
peacetime heights but the aviation companies are ex- 
ceptions. T’o assure stable income or to build up 
capital through appreciation, investors must rely 
heavily upon selectivity and wise timing to adjust 
their portrotios in the rapidly changing scene. 

Intelligent investors desirous of satisfactory in- 
come or of soundly based hopes for appreciation 
are now scrutinizing their portfolios as seldom be- 
fore. Only by recourse to reliable facts and trained 
judgment can decisions be reached to form a>d im- 
»lement a sensible investment program, for some 
shares which proved leaders last year may prove to 
be the laggards of 1947 and vice versa. 

In order to assist our subscribers in formulating 
investment decisions, the Macazine or WALL 

TREET presents its Security Appraisals and Divi- 
dend Forecasts at six months intervals, in addition 
to its regular coverage of important developments. 
By this method, the maximum number of industries 
are periodically reviewed. 

The key to our ratings of investment quality and 
current earnings trend of the individual stocks—the 
last column in the tables, preceding comment—is 
as follows: A+-, Top Quality; A, High Grade; B, 
Good; C+, Fair; C, Marginal. The accompanying 
numerals indicate current earnings trends thus; 1— 
Upward; 2—Steady ; 3—Downward. For example, 
Al denotes a stock of highgrade investment quality 
w.th an upwards earnings trend. 

Stocks marked with a W in the tabulations are 
recommended for income return. Issues regarded as 
having above average appreciation petentials are 

noted by the letter X. Purchases for appreciation 
should of course be timed with the trend and invest- 
ment advice presented in the A. T'. Miller market 
analysis in every issue of this publication. 
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THE AIRLINES 


With Varying Degrees of 
Happy Landings 





By FRANK R. WALTERS 


ITH PRACTICALLY ALL PRICES for airline shares 
Ws submerged to the low level class, the big 
question looms up as to whether or not this spells 
speculative opportunity. As of February 22, the fact 
that airline shares in the Magazine of Wall Street 
Index, in company with rubber shares, were the only 
ones of the 46 groups listed to register a price level 
equal to the high for 1947, indicates a possible de- 
gree of speculative optimism. But matched against 
1946 highs, the airline stocks still rate near the bot- 
tom of the list as regards drastic declines. Is it 
“darkest just before dawn” for this dynamic indus- 
try or are the prospects in the offing clouded by 
increasing difficulties? This establishes ground for 
interesting and often conflicting views from which 
the investor must choose, and to this end we will 
lend what assistance we can. 

To win the war there is not the least doubt that 
conquering of the air was a primary factor. And 
with 816 American commercial aircraft now cours- 
ing through the skies, tremendous strides are under 
way to hold the supremacy achieved. During 1946 
the airlines established record peacetime figures for 
the number of passengers flown, cargo carried, 
mileage covered, route distances and safety. On the 
other hand, net earnings of practically all of the 
airlines suffered severely during this, the first peace 
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year, as a result of 
mounting costs for 
wages, supplies, new 
equipment, servic- 
ing and readjust- 
ments under a flux 
of operating condi- 
tions. Since last fall, 
also, the load fac- 
tors (ratios of paid 
seatstoplane 
capacity) of most 
lines has been trend- 
ing downward, with 
the January, 1947 
records hitting an 
all time low. While 
winter weather 
usually brings a 
downtrend in pas- 
traffic, this 
year it has been felt 
with unusual keen- 
ness because so 
many lines were op- 
erating already at 
below their break 
even points. . 


senger 


Despite every- 
thing, however, 
level - headed man- 
agements of the 
larger airlines, as 
well as their bank- 
ers, see in multiple 
current difficulties 
only “growing 
pains” of a promising vast industry, the strong- 
est units of which will eventually emerge with 
profit and glory. These optimists are relying upon 
a reduction in operating costs to result from new 
standards of efficiency promised by engineers in the 
aircraft field, some of which have already been pro- 
vided in recent deliveries. By mid-year, it is hoped 
that as more of these modernized giant planes come 
into use, such airlines as can get them will find the 
tide turning strongly in their favor as to operating 
results. But under current conditions it is too much 
to expect that 1947 will prove happy for more than 
a very few of the leading competitors. For all con- 
cerns in the industry, 1947 will be ‘fa shake-down 
year,” as the Department of Commerce has described 
it for most segments in the economy, and that more 
than one airline may experience major trouble ahead 
should oceasion little surprise. 

The basic difficulty bothering the airlines is the 
large capital required to acquire modern equipment 
and the rapidity with which obsolescence eats it up. 
Operating profits in this industry must not only 
cover wages, fuel, oil, servicing and landing field 
charges but suffice to depreciate the entire plane 
within two or three years time. Hence as the cost 
of even a moderate sized fleet runs into hundreds of 
millions of dollars, revenues from near capacity op- 
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erations are essential to keep invested capital from 
running down the sink, and in sizable amounts at 


that. Since VJ Day, too, the advance of aero- 
nautical science has been so rapid that almost as fast 
as an airline would contract for expensive new 
planes, designers would come out with improvements 
which promised enhanced efficiency. As attainment 
of this goal will be the make or break factor under 
highly competitive conditions, and stabilization of 
design will continue in a state of flux for quite a 
while to come yet, it can be recognized that only 
those concerns with very capable managements and 
able to tap impressive sources of capital are likely 
to come through with flying colors. Before the cur- 
rent year is up, many things can happen to prove 
or disprove the soundness of this or that airline’s 
position. 

Suggestions that the airlines might raise their 
passenger rates from the generally current level 
of 414 cents per mile to widen their profit margins 
sound reasonable enough, but astute managements 
tend to think otherwise. In the long run they would 
prefer to lower transportation cost to the public to 
attract traffic from the railroads, ships and bus lines, 
thus gaining the advantage of expanded volume, as 
with any other industry. In theory, a 1% cent per 
mile fare rise is tempting, for if widely applied it 
would bring $30 million additional revenue into air- 
line treasuries. In practice, however, this hope might 
prove frail, for all forms of transportation other 
than air are girding themselves for an all out com- 
petitive battle, and unless every airline agreed to 
the boost, none of the others could affort to attempt 
the move. Therefore increased operating efficiency 
has become the main reliance. 

Although the passenger fatality rate in 1946 
dropped to an all time low of 1.2 per 100 million 
passenger miles, compared with 2.17 in 1945, it 1s 
commonly agreed that the numerous air crashes dur- 
ing late months and all over the world have acceler- 
ated the recent seasonal downtrend in bookings. 13 
million fare paying passengers, however were carried 
in 1946, a rise of 78% over 1945 and passenger 
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Air line passenger traffic in. 
creased by 78% in 1946 and 
this may grow further in 
the next twelve months 


miles flown exceeded 6 
billion, up 72%. Over- 
seas planes alone carried 
more than 1 million pas- 
sengers, a gain of 139%. 
On sober thought, it 
seems unlikely that acci- 
dents on such a low per- 
centage basis as now es- 
tablished can long or 
seriously deter traffic ex- 
pansion for the airlines. 
That some 550 people 
every week die in auto- 
mobile crashes arouses 
only casual interest, and 
people forget that 
scarcely 20 years ago average life expectancy for 
an air traveler was based upon 500,000 miles of 
flight only. 

In scanning the outlook for 1947, it might seem 
as if the impressive traffic gains mentioned in the 
preceding paragraph might continue to hold or to 
advance further in the current year, with consequent 
benefit to airline profits. One trouble with this 
reasoning is that the number of planes in service 
last year increased even faster than the traffic they 
bore, and their larger size swelled their seating 
capacity at the same time. All in all, the 1946 air 
fleet could carry about 125% more passengers than 
in the previous year and additional deliveries in the 
months right ahead may continue to out pace traffic 
gains. Regardless of passenger use, though, many 
of the domestic and overseas planes are doing an in- 
creasing business through carrying express, freight 
the airmail, with every prospect that revenues from 
these sources will expand. 

An important thing to bear in mind, is that in the 
rush last year to compete for the traveller’s dollars, 
the airlines were forced to use many planes ex- 
pensively reconditioned after wartime use by the 
Armed Services, and that most of these fell far short 
of the efficiency standards which the brand new 
comers will enjoy. By summer, therefore, when the 
modern airliners begin to throng in the skies, the 
DC-3s, DC-4s and Constellations are likely to be re- 
placed in rapid order. Too many enthusiastic con- 
cerns, though, rushed in to place huge orders for this 
costly new equipment, and because of poor operat- 
ing results in 1946 more than one has been squirm- 
ing under the burden of raising funds with which to 
pay for them. While thus far the feat has not 
proved difficult for the stronger concerns, in in- 
creasing measure the process is likely to dilute earn- 
ings applicable to the equities in this industry, and 
tends to preclude much hope of expanding dividend 
liberality for some time to come. 

Competition in the domestic field has been height- 
ened by the advent of numerous small airlines not 
held to certificated routes because they are prepared to 
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Status of Airline Shares 
——————- In Dollars Per Common Share Price- Invest- 
1941-44 1945 46 1945 1946 Recent Earnings Dividend ment COMMENTS 
Avge. Net Net Net Dividend Dividend Price Ratio Yield Rating 
American Airlines ................ $.56 $.67 $.003Se9  $.20 Nil $10 14.9 B+3 New equipment may Rogen net 
but dividends still probably remote. 
Braniff Airways ...............00+ -50 85 -004No1} .60 45 1242 314.7 3.6% C+3 Slim results in 1946, deferment of 
December dividend not encouraging. 
Eastern Airlines .................. -69 89 1.21Se9 25 -50 20 22.5 2.5 C+1 Good cost control and expanding 
traffic have raised earnings. 
National Airlines .................. oat .34 .38 Nil 20% Stock 15 39.6 os cl Satisfactory gains in revenue. Capi- 
tal requirements preclude dividends. 
Northwest Airlines ............... = VE 1.35 1.82 -50 -50 20 11.0 2.5 C+2 Increased costs causing income de- 
cline. Able management adds specu- 
lative appeal. 
Pan-American Airways ........ .68 1.23(a) ane 25 50 14 11.4 3.5 B2 mg cost holding earnings 
down. Dividend status uncertain. 
Penn-Central Airlines .......... 69 -93 def2.15Se9 25 Nil 13 14.0 C+-3 Deficits have cut working capital. 
Dividends may be deferred for 
some time. 
Transcon. & West. Airlines. 1.68 1.84 def4.92Se? Nil Nil 20 10.9 C+3 Early dividends dimmed by sizable 
deficits, need for more capital. 
United Airlines ...................0 1.93 2.33 1.21Se9 -50 -50 22 9.4 2.3 B3 New 5 cent airmail rate should ex- 
pand revenues for this largest car- 
rier. Well financed for ex be 
Dividend seems 
Western Airlines ............... -56 -51 = def.51Se9 Nil Nil 9 17.7 te c3 New route to Mexico City may im- 
prove revenues but additional capi- 
tal requirements may preclude divi- 
dend. 
eons = 
(a) Includes non-recurrent profit of $.73. Se?—For 9 months ended September 30. Noll—For 11 months ended November 30. 














carry either passengers or cargo almost anywhere it 
seems expedient. As feeders for the big lines, their 
operations are constructive, but the amount of 
catch-as-can traffic which they divert from the big 
carriers is adding up to substantial proportions. As 
a result largely of wartime training, there are now 
about 400,000 licensed pilots in the United States 
and many of these have used their GI Bill of Rights 
privileges to embark in flying enterprises on a 
modest scale, some very successfully so. But event- 
ually, all of this may help to enhance confidence in 
flying and build up traffic for the main lines. 

Some of the big international airlines, like P.A.A., 
are now in a huddle with the Civil Aeronautics 
Board in the hope of gaining permission to utilize 
the routes and facilities 


Western Airlines and American Overseas Airlines 
are staging a royal fight with lines partly or wholly 
owned by foreign Governments. The British, French, 
Danish, Swedish and Norwegians have all entered 
the arena on a large scale. Presently the carriers of 
the American Flag probably have lower operating 
costs than the foreign lines, because overhead is 
spread over a larger fleet than theirs, but in time 
this advantage may prove to be temporary. From 
the standpoint of net profits, the overseas business 
is risky, for unless the seats are well filled, operating 
losses would rapidly develop. And regardless of 
bookings, these big planes have to start rrght on the 
schedule and fly for a long distance. 
(Please turn to page 693) 





certificated by some of 
the domestic airlines. 
Some such mutual agree- 
ments might prove 
highly constructive for 
both parties, because one — - 
fast luxury liner could 
pick up and discharge 
international passengers 
at any large center in _ 
the country. Some man- 
agements go so far as to 
predict that by this 
method rests the best 
hope of reducing fares to 
the ultimate goal of 3 
cents. On the North At- 
lantic, though, Pan 
American Airways, 
Transcontinental & 
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eatistic Survey 
OF 


The AIRCRAFTS 





By GEORGE S. KENT 


Heavy aeronautical appropriations by 
the Government will help to keep air- 
craft production at a good volume in ‘47. 


4 per AMERICAN aircraft industry emerged from 
the war a giant that had accomplished miracles 
in the major production role. Post-war con- 
traction, with elimination of government-owned 
plants, reduced the physical size of this giant but 
his strength, represented by working capital nine 
times what it was in 1939, is ready to accomplish 
new miracles. 

Back in 1940 dollar value of aircraft production 
was but little more than half of present output, with 
12,871 aircraft produced that year. President 
Roosevelt asked for an output of 50,000 airships 
annually and it sounded fantastic to many. That 
level was practically attained in 1942 when 48,858 
craft were built. By 1944 our country had gone 
ahead to peak production of 96,369 units valued at 
$16.7 billion, representing the greatest volume of 
any wartime industry or, in fact, any industry, any 
time in a single year. In 1945, output contracted 
to 49,761 planes valued at $8.3 billion. The number 
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produced in peacetime 
1946 dropped to 36,850 
with a value of $1 billion. 
This volume might be re- 
peated in 1947. 

When entering into an- 
alysis of the aircraft manu- 
facturing company shares, 
we should bear in mind 
their relatively low selling 
prices which go a long way 
toward discounting the un- 
certainties, principally the 
question as to when ade- 
quate profits will return to 
units in the industry. Since 
July, 1945 the Aircraft 
group has declined 16% 
while the 304 common stock 
index has advanced 14%. 
Moreover, Aircraft Manu- 
facturing stocks on an an- 
nual basis are about 40% 
below their level at the 
close of 1939 while average 
industrial shares are selling 
30% above 1939. 

It almost goes without 
saying that the industry 
has a strong growth factor, and peacetime records 
tend to prove it. Production increases were slow in 
the 1952-37 period and declined slightly in 1938. 
However, the following three years brought sharp 
increases, in reflection not only of war orders but 
also of airline and personal plane orders. The civil 
group gained rapidly in 1939 and 1940, and further 
in 1941 to nearly 7,500 civil planes until production 
of military aircraft, of course excluded civilian. 
However, domestic, civil airplane production has re- 
turned so rapidly that 1946 output was nearly five 
times air transports and personal planes manufac- 
tured in 1941. 

The gross value of 35,000 light planes last year 
was little more than $100 million and of 450 air 
transports, $120 million. The balance of about $780 
million was represented by the cost of secret expe- 
rimental craft and 1,400 military planes. Thus, 
purchase cost of civil planes in 1946 was less than 
25% of the aircraft business. Production level of 
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Pertinent Statistics on the Aircraft Stocks 








In Dollars Per C 
1941-44 


Avge. 1945 1946 
Net Net Net 


1945 1946 
Dividend Dividend 


Recent Earnings dend 


Invest- 
ment 
Price Ratio Yield Rating 


Price- Divi- 


COMMENTS 





Beech Aircraft $ 9.31 def. $ .57 $1.00 Nil 


$11 ans See C3 Aggressive management. Develop- 
ing 4-place ship. Fair long-term 


autlook. Dividend unlikely. 





iain am | 





Bell Aircraft ............:cceeseees 10.30 def. .97Jeé 1.00(X) $1.00 





Bellanca Aircraft 1.19 Be -50 


16 1.5 6.2% C+3 Long-term private plane business to 
be financed renders dividend un- 


certain. 





Private plane maker, some diversi- 
fication. Small dividend likely. 














Boeing Airplone .................00+ 5.99 1.00 1.00 


Large company. Sound long-term. | 
Might continue dividend. | 








3.78 -72 -42 -25 -15 





4.72 def.1.77 2.00 


Small private plane maker. Divi- 
dend uncertain. } 





C+3 Substantial backlog might permit 


earnings and dividends. 





Curtiss-Wright 





-46Se9 -50 -50 


1.91 2.97 


Engine produces. Unlikely to pay 
further common dividend for some 
time, 








7.50 





Douglas Aircraft 5.26Ag? 5.00 


10.9 B3 Outstanding producer. Profit every 
year since incorporated 1921. 


Repetition 1946 dividend unlikely. 








Fairchild Camera & Inst. .... -26Se9 -50 1.00 


Decline business from war level 
may force lower 1947 dividend. 


c+3 


| 











Fairchild Eng. & Airplane... -47My12 -20 Nil 





Grumman Air Eng. ...............- 


32 10.3 ‘iat C3 Diversification gives promise de- 


spite poor record. Dividend unlikely. | 





26 2.3 7.7 C-+3 Produces for wealthy type market. 


Might pay small dividend. 








Irving Air Chute ................4 1.49 -98 seas -50 45 





Lockheed Aircraft .................. 1.00 


11.5 C+3 Competition may restrict full earn- 


ings and dividend recovery. 





Major company. Heavy operation 
costs restricts dividends. 





ener 4.58 


Exceptional 
air transports. 
dividend. 


developing | 


record in 
continue 
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SA sell 
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Might 
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|North American Aviation .... 


2.19 4.24(a) 1.16 





Northrop Aircraft ................. 





Piper Aircraft 





Republic Aviation .................. 1.91 -49Se9 -50 .25 





Ryan Aeronautical 1.46 .85 .74 .15 -45 





1.76 -86 -60 -60 





3.45 1.61Je6 2.00 





4.35 1.39Se9 2.00 


10Y2 9.1 9.5 


C+3 General Motors affiliate entering | 
private market. Dividend uncertain. | 





Ge. i 2.6 C-+3 Progressive company. Good long- | 
term prospects. Dividend outlook | 
| 


fair. 


5 mane ee C3 Some 
Working 
dividend. 


earnings 
needs 


likely. 
preclude | 


recovery 
capital 


8 $.3 x C3 Sizeable business but conservative | 
policies may allow only small divi- 


dend. 


6 8.1 7.5 c3 





Earnings covered the present divi- | 
dend. Its safety this year can | 
be indicated by the Oct. 31, 1946 | 
balance sheet to be published cur- 
rently. | 


12 13.9 5.0 C-+-3 Substantial orders and diversified | 
business should result continuation | 
current dividend. 


B—3 Excellent diversification and satis- | 
factory long-term record assure | 
dividends. | 


22 6.4 6.8 


B3 Important piane, engine and pro- 
peller manufacturer. Long-term out- 
look for relative stability. Dividend 
of $1 should continue. 


18 4.1 5.5 








(X) Plus 10% Stock. Jeé—For 6 months ended June 30. Ag?—For 9 months ended August 31. 


(a) Before special credit net was $2.28 per share. 


Se9—For 9 months ended September 30. 
sal 
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the industry as a whole will continue to be deter- 
mined by the volume of military orders. 


Aggregate 1947 Volume May Equal 1946 


Major importance of government business justi- 
fies close scrutiny of President Truman’s budget 
estimate for the next fiscal year, July 1, 1947 to 
June 30, 1948, and watching its course through 
Congress. Budget estimates call for total military 
aeronautical appropriations of $900 million, in- 
cluding aircraft, research, development and guided 
missile projects. This is some 12% above the $806 
million obligated for 1946-47. Provided drastic 
cuts are not made by an economy-minded Congress, 
an increase in military production is expected this 
year. Under current schedules, delivery of 2,500 to 
2,600 standard military planes is planned, valued 
at around $800 million, which will be augmented by 
contracts for research and output of experimental 
and secret craft. The over-all ceiling of the 1947- 
*48 budget has been lowered from the President’s 
$37.5 billion to $31.5 billion by the House, and to 
$33 billion by the Senate. The latter version would 
seem to have more of a chance of adoption at a joint 
conference of the House and Senate budget repre- 
sentatives, which is required to iron out the differ- 
ence. 

The record output of personal planes in 1946 
appears to have satisfied urgent demand for two- 
place planes, and a substantial decline in this type 
of business is indicated for 1947. However, the 
trend toward the higher-priced four and five-place 
family and executive type planes and the introduc- 
tion of new models may be largely offsetting. Ex- 
pansion in air transport volume to about $200 mil- 
lion is expected this year. Perhaps a sign of sub- 
stantial orders in the offing was given in a statement 
last January. In connection with new financing 
plans that subsequently were carried out, Mr. Pat- 
terson, head of United Air Lines, Inc. said his com- 
pany plans to spend $58,456,000 for flight equip- 
ment. Cancellations by others have occurred. 
Recently, orders by Western: were halved, TWA 
cancelled eight Constellations (Lockheed), Colonial 
elected not to purchase new planes, National cut its 
order for six DC-6s (Douglas) to four, and PCA 
has scaled down an original order for 35 Martin 
202s to twenty. The slack in air passenger line pur- 
chases may be taken up by orders from South 
American countries, non-scheduled operators and 
especially by new all-cargo air carriers. Because of 
continued production delays, deliveries in 1947 may 
not be half of the some 800 transports now on order, 
or the equivalent of less than $200,000,000. How- 
ever, shortages of component parts should ease as 
the year progresses. 


Reconversion Was Rapid 


When consideration is given to the gigantic job 
of scaling down operations to adjust for the effects 
of the government cancelling some $9 billion of war 
orders immediately after V-J Day, retrenchment by 
the aircraft manufacturing industry was carried out 
expeditiously. Most companies were able to put into 
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effect earlier plans for the immediate scaling down 
of costs; in many cases plants were shut down until 
inventory had been taken and a complete readjust- 
ment of schedules made. While production person- 
nel, of course, had to be drastically reduced, several 
companies increased their engineering and research 
staffs under a policy of planning ahead. Under 
such gearing to a forward view, experimental and 
development projects continued under plans extend- 
ing many years ahead. As indicated in the opening 
paragraph of this survey, reconversion helped to 
result in adjustments that materially increased 
working capital of aircraft manufacturing com- 
panies. Working capital of eleven companies in this 
group rose from $65,000,000 at the close of 1939 to 
$385,000,000 at the 1944 year-end, or six times. 
Comparison of the 1939 figures with the balance 
sheets published for 1945 and 1946, if available, 
shows that working capital of the eleven aircraft 
manufacturing companies had increased to about 
$575,000,000, or nearly nine times over 1939. The 
gains in working capital and the resulting strong 
positions will allow the companies to weather a 
further storm of low earnings or deficits for several 
years and remain financially sound. As a matter of 
fact, this year’s earnings will no longer receive the 
benefits of such large income credits as were allowed 
in 1945 and 1946. Earnings in 1945, as shown in 
our table, were very large; and were the leading 
factor in increasing working capital. Moreover, 
dividends in that year were conservative in relation 
to earnings. 
Safety Elements 

Before the last war there was a period of over a 
year when not a single fatal accident occurred on 
established airlines. With the aftermath of the war ° 
conditions, and large air travel, the accidents are 
now greater in number; but in relation to passenger 
miles are fewer in percentage than shown by other 
means of transportation. Although statistics show 
fewer airplane accidents than automobile accidents, 
the number is still too high. The effect is to increase 
efforts toward attainment of maximum safety. 
Credit should be given to the manufacturers for 
their continuous efforts in developing safety devices. 
For instance, Douglas Aircraft, alone, spent $5,- 
000,000 for this purpose on one of its great trans- 
port models. 

One of the paramount factors for improved safety 
of air travel would be more and better airports with 
improved ground facilities. A survey revealed that 
forty-seven per cent of the counties in the United 
States have no airports, and more than half of our 
communities with populations of over 1,000 have no 
airport facilities. More modern aids to air trans- 
portation such as static-free radio, radar and other 
instruments to break traffic bottlenecks at air term- 
inals and perform automatic position-reporting and 
collision-warning duties are among the necessary 
improvements, and are constantly being put into 
use. A radar development, “search” radar, hereto- 
fore an Allied military secret, will be in public use 
for the first time on April First at La Guardia 
Field. (Please turn to page 696) 
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By H. F. TRAVERS 
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In protective attire, a worker pours molten metal to be used for die 
casting. Fabricators have developed many new alloys for new products 


Aeron HAS NOW ATTAINED the enviable posi- 

tion of second-largest volume production of any 
metal. It is topped only by steel which has, of 
course, a tremendous production. Alcoa (Aluminum 
Company of America) officials say that United 
States output of primary aluminum in 1946 was 
approximately 835,000,000 pounds, and that they 
will be disappointed if aluminum production in 
1947 does not show a good gain over last year. The 
Civilian Products Administration estimates that 
production in 1947 may total 1,260,000,000 pounds, 
which is practically the industry’s capacity. United 
States economical capacity is four times as great 
as in the highest prewar year. 


Some of Aluminum's 1500 Uses 


Alcoa had the bulk of primary aluminum capaci- 
ty and faced monepoly charges in 1940. But; it 
had only 52.4% of national capacity at the end of 
1946. Reynolds Metals, largely a producer and 
fabricator of finished products before the war, by 
1946 owned or controlled 30.1% and Kaiser, a 
newcomer to the aluminum business, 17.4%. Addi- 
tional capacity to produce aluminum in finished 
form is required and Alcoa has announced plans to 
build a new mill at Davenport, Iowa with an an- 
nual capacity of 120,000,000 pounds of sheets and 
plates. Demand for finished aluminum products 
was so great during 1946 that deliveries lagged by 
20 weeks to a year. Among the outstanding appli- 
‘ations which are creating the present tremendous 
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demand for aluminum in the architectural and 
building field are: corrugated aluminum sheet for 
farm and industrial roofing and siding; metalclad 
buildings; prefabricated residential and other build- 
ing; residential garage doors; heating and venti- 
lating ducts; windows, storm sash, screens and 
venetian blinds; and numerous other uses. In trans- 
portation, aluminum construction now predominates 
in the light plane field. Large quantities of the 
metal are being used in the superstructures of pas- 
senger and cargo ships, for lifeboats, and in ships’ 
interior partitions. Companies are now turning out 
aluminum passenger and freight trains. There is 
an expanding market for automotive and Diesel 
pistons, and use of aluminum for bearings and bush- 
ings is making steady progress. The electrical manu- 
facturing industry is consuming an increasingly 
important tonnage of aluminum. 

Basic aluminum prices, reduced by 25% since the 
start of World War II, are now relatively lower 
than ever before, in contrast to general price rises 
for competitive metals. Secondary aluminum, or 
scrap, thought to be in large supply at the begin- 
ning of last year had all but disappeared at its end, 
and was selling for higher prices than virgin ingot. 


Growth of Magnesium 


Dow Chemical, a company of great growth pos- 
sibilities in diversified fields, was the only prewar 
producer of magnesium,—lightest of volume-pro- 
duced metals. During the war, the government and 
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others entered the field and capacity was expanded 
about 60 times. At the peak, magnesium repre- 
sented 30% of Dow’s sales of $124,000,000, but 
only 10% of profits. While output of the mag- 
nesium has contracted to the point where, at the 
close of 1946 Dow was again the only producer, 
output of about 40,000,000 pounds is planned for 
this year against 20,000,000 pounds produced in 
1946. Through the electrolytic cell process invented 
by Dow Chemical, this amazing metal is produced 
from sea water at the company’s Freeport, Texas 
plant. In a large expansion program, announced 
early this year, Dow acquired government-owned 
facilities, including a magnesium plant at Valesco, 
Texas, at an aggregate cost of over $35,000,000; 
but represented largely by plants other than mag- 
nesium. “Maggie” as an alloy has innumerable 
uses in airplane manufacture where combined light- 
ness and strength are required. Many other prod- 
ucts are in production on a sizeable scale such as 
griddles, lawn mowers with steel cutting blades 
(priced by one maker at $35, weighing 25 pounds, 
against $29.75 in aluminum in the same design and 
weighing about 35 pounds), golf clubs (priced 
about the same as good wood clubs) and luggage. 
The metal also is being used in elevators, and in 
busses for wheels, transmission cases and even com- 
plete bodies. Dow will benefit by aluminum’s 
growth through its large production of soda ash 
which is required to process aluminum. 

Another metal deserving special comment is 
nickel which is produced in this hemisphere by the 
International Nickel Company of Canada and in 
smaller quantities in Cuba. At the outset we should 
mention that International Nickel is a tremendous 
producer of copper in conjunction with its nickel 
business. Based upon copper sales of nearly 216,- 
000,000 pounds in 1945, the increase in price of 
approximately 6c per pound in the autumn of 1946 
meant an addition of 90c per share to Nickel’s earn- 
ings, on an annual basis. The steel industry is the 
largest consumer of nickel, requiring about two- 
thirds of the metal for the production of stainless 
and engineering alloy steels. The next largest con- 
suming industries are those producing copper-base 
alloys and the nickel-chromium alloys. The great 
consumption for electroplating is shown by the fact 
that more than 8% of all the nickel consumed 
throughout the world in the year preceding the war 
is estimated *v the Company, management to have 
gone into electroplating. Since the war, the upward 
trend in consumption for decorative purposes has 
been resumed. Among the outstanding develop- 
ments in nickel coinage during 1946 was the sub- 
stitution of pure nickel for silver coinage in India; 
the replacement of silver coinage by a cupro-nickel 
issue in the United Kingdom; the resumption by the 
United States of minting the pre-war five-cent piece 
containing one-quarter nickel, and the resumption 
by Canada of the issuance of pure nickel five-cent 
pieces. Some important applications of nickel, monel 
and inconel range from their use in the several 
processes for the manufacture of synthetic soaps 
without the use of fats to the use of monel in the 


production of ammonium sulphate fertilizer from 
waste coke oven gas. During the last half of 1946 
production of nickel rose appreciably along with 
industrial activity and at the close of the year oper- 
ations were running at 75% of capacity or about 
the rate prevailing during 1937, in which year the 
company reported earnings of $3.31 per share and 
paid dividends of $2.25. In that year the price 
range of the stock, with fractions omitted, was 
73-37. Developments of deposits in Cuba and Rus- 
sia have recently reduced International’s portion of 
world nickel production from 90% to 75% ; how- 
ever, this should not materially affect profit possibili- 
ties of the tremendous reserves developed at the Sud- 
bury, Ontario district. It is estimated that 1946 
Canadian production was about 200,000,000 pounds 
compared with 246,000,000 pounds in 1945 when 
the war increased demand. 


Molybdenum in Increased Demand 


Although “Moly” is one of the newer metals and 
enjoyed increasing popularity before the war, its 
typical use as an alloy for hardening steel gave it a 
large war job. Climax Molybdenum, with tremend- 
ous reserves in Colorado, accounts for nearly 70% 
of the world output. Earnings of the company de- 
creased in 1946 as prices were unchanged and costs 
were higher. “Moly” is now added in small amounts 
to more than three quarters of the alloy steels. 
Mine output fell off to 13,200,000 pounds in 1946 
from 30,800,000 in 1945 and considerably higher 
quantities in the early war years. The largest use 
now is in the automotive industry, and other uses 
include tool steels, stainless steels and cast iron. 
“Moly” is also a byproduct of the mining of copper 
and tungsten. A concluding remark about molyb- 
denum is a cautionary one that during the war it 
was used as a substitute for scarcer alloys such as 
tungsten and nickel and that the competing alloys 
are again available. 

In contrast to “Moly” being available in adequate 
quantity, a serious copper shortage in the United 
States in March appears likely unless the govern- 
ment either eliminates the 4c duty on the red metal 
or has the Metal Reserve Company sell the copper 
it holds at a loss. The latter step would be only 
temporary relief for the MRC has less than 50,000 
tons of foreign copper on hand and another 45,000 
tons on order from South American producers for 
delivery in the first quarter of this year. The 4c 
duty was reinstated January 1, 1947. Of the 
143,692 tons of copper delivered to fabricators in 
January, 1947, 59,396 tons were duty-free foreign 
copper. Domestic production in January increased 
only 667 tons to 79,341 tons. That was the second 
month of free prices, whereas December had shown 
a 5,650-ton increase over November. One solution 
would be to step up the slowly rising production in 
this country, and an increase in price would do it. 
“The Magazine of Wall Street” noted March First 
in an article, “Weighing Potentials in the Motors’’, 
in commenting upon material supply problems, that 
a further increase in the price of copper was ex- 
pected. This was, aS (Please turn to page 696) 
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Financial Data on Non-Ferrous Metal and Metal Fabricator Stocks 
Ip Dollars Per C Share i 
1941-44 194 Price- Invest- 
Avge. 1945 3946 Divi- 1946 Recent Earnings Dividend ment 
Net Net Net dend Dividend Price Ratio* Yield Rating COMMENT 
Aluminum Co. of America...... $6.60 See caves $2.00 $2.00 $78 27.4 2.6% B3 Reduction in preferred stock and 
outlook augur dividend increases. 
American Metal, L#d............... 1.98 1.55 2.0) 1.00 1.00 31 15.5 3.2 B2 Prospects of low-cost Rhodesian 
mines give speculative attraction. 
American Smelting & Refining 4.30 3.64 -05Je6 2.50 3.00 58 15.9 5.2 B3 Currently normal operations sustain 
and might increase dividend. 
Amer. Zinc, Lead & Smelting.. 77 -54 def.02Se9 -10 Nil 9 16.6 C3 Outlook for earnings to restore 
ten cent dividend. 
Anaconda Copper. ...........cc0s000 4.18 2.35 1.52Se9 2.50 2.50 41 17.4 6.1 B3 Large foreign properties would 
x benefit by reduction copper duty. 
Anaconda Wire & Cable........ 3.84 1.53 4.98Se9 1.00 3.00 51 33.4 5.9 C+1 Speculative prospects continue 
good. Should repeat $3 dividend. 
Bohn Aluminum ............::s0:cce0e 5.82 6.99 2.65Se9 2.25 2.50 56 8.0 4.5 B3  Fabricates magnesium alloys but 
+ primarily motor accessory unit. 
Bridgeport Brass ...........:.::cc000 1.46 75 3.27 -45 -60 17 5.2 3.5 C+1 A top company in field. Dividend 
X increase assured. 
Cerro de Pasco Copper.......... 1.98 eka 2.75 2.00 33 24.7 6.0 Bl Benefitting by high metal prices. | 
Dividend secure. 
Se aan ee = I a Se ge SEE tis | 
Climax Molybdenum ................ 4.01 2.84 77Se9 2.00 1.20 23 8.1 5.2 B3 Reduced operations limit prospects | 
of a dividend increase. | 
Dow Chemical ..cc..cssssssssessssesn 6.62 6.02 3.95 3.00 3.00 175 444 4.7 Al See special comments in article. | 
x 
|Driver-Harris  ...........ccccsccssceseees 4.95 |. rere _— 2.40 2.70 48 15.2 5.6 B3 Manufacture nickel products. For- 
tified dividend. 
Eagle Picher Co. oscsssssssse 1.40 1.90 1.25Au9 65 1.00 24 12.6 4.2 ©+2 Lead-zine producer. Diviidend stable. 
'Fansteel Metallurgical ............ 1.06 alent 12% .25 20 25.7 1.2 €3 Margins should increase. 25¢ divi- 
dend secure. 
General ANGYS  .ccccenccceccsccssessess .03 ie eo Nil Nil 3% 125.0 C2 Castings manufacturer. Dividend 
unlikely. 
General Cathe oacccsscecccceceneen- 34 44 355e9sONil.=—s«*WN (sSs«d'3''2—«30,7 C3 Operations aided by price rise. 
xX Dividend initiation possible soon. 
Gorham MEQ. ccscsssscsssecsesssssseee [se em 2.00 6.25 62 20.7 10.1 +3 Dividend increase over last year | 
appears unlikely. Dividend intiation 
Ree BH sce “3.051.856 —«*2zC9sti(i—ié‘iSC«éd*CsC“‘<ié‘ «OCA B2 Higher metal prices, and possible 
resumption gold mining give prom- | 
ise. No change dividend likely. 
| Inspiration Consoli. ‘Copper... 1.52 ers -72Se9 1.00 1.00 17 15.) 5.9 C-+-3 Declining ore grade and reserves | 
should not decrease dividend. 
International Nickel 2.02 1.58 1.24Se9 1.60 1.60 34 21.6 4.7 B2 Earnings recovering sharply; divi- | 
Ww dend increase likely. 
International Siveh : 2.30 2.55 6.33Se9 1.00 4.00 46 18.0 8.7 Al Moderate decline earnings proba- 
| ble; but should continue dividend. 
| Kennecott MD cancssovicenssanvese 4.20 2.80 2.13 2.50 2.50 47 22.0 5.3 B3 More normal operations to produce | 
X higher earnings and dividends. 
|Magma Copper ........... a anes a on 1.80 1.60 62Se9 -50 -50 20 12.5 2.5 C--3 Upward trend in costs at Magma 
| mine impairs longer-term outlook. 
Sm Sa —— en RNR 
FMNGME COPPOr cc.ccnccecccssscsssresesse 1.08 37 -61Je6 -50 1.25 15 10.9 8.3 C+-3 A _ high-cost producer; also short | 
indicated life of mine should limit | 
dividend increases. | 
MUR PUIG gas esac adcasectateasices 2.25 1.74 2.43 .80 -80 21 8.6 3.8 C+-3 Medium-term prospects point to | 
dividend increase. | 
New Jersey Zinc 2.63 2.80 3.00 3.00 63 22.5 4.7 B2 Good measure of stability assures | 
dividend outlook. } 
on = I a ee we in = = | 
UE ta : ie ae 1.99 1.83 3.27 1.80 2.50 35 10.7 7.1 C-+-1 Shows good earning power and | 
liberal dividend policy. | 
Ci) Le ae 1.67 1.24 def. .J1Jeé6 1.60 1.60 42 33.9 3.8 B—3 Copper producer and fabricator, | 
X may pay additional extra this year. | 
Revere Copper & Brass... 1.51 «a2 ‘ 2.21S€9 Nil 25 23 72.0 1.1 C+1 Wider profit margin and good earn- | 
X ings should increase dividend. | 
Reynolds Metals sehaacpanekanaeieane 2.41 4.03 2.95Se9 1.00 Py 36 8.9 y a C+2 Long-term competitive position ap- | 
pears uncertain. | 
Rome Coble .......... MEA 2.91 2.39 3.68De9 70 95 30 12.5 3.1 C--1 Profit margins should continue fa- | 
vorabie allowing larger dividends. | 
St. Joseph Lead oer sudvaneuaees 7 2.52 7 2.44 1.41Je6 2.00 2.00 53 21.8 3.8 B—2 Unusually promising outiook for | 
earnings and extra dividend. } 
Scovill Mfg. ....... 3.29 2.27 \27Je6 «(1.50180 36 15.9 5.0 B3 Earnings and dividends in upword 
trend and should restore $2 rate. 
|U. S. Smelt, Refining & Mining 4.01 12 1.53No11 Nil Nil 49 32.0 C-+1 Dividend resumption may follow at- 
| tainment sizeable Alaskan output. 
| Vanadium GON ph ee 1.73 def.56 def.95Je6 .50 Nil _—  ~«9, C+-3 Peacetime mining costs and prices 
not likely to be favorable. 
‘el Based on latest ‘available full year net. ee 6 months ended J une 30. Au9—For 9 months ended August 31. 
‘dita 9 months ended September 30. o11—For 11 months ended November 30. De9—For 9 months ended December 31. 
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ee Laboratories 


$1.66 


$1.79 


$4.39Se9 


$1.10 


$2.87/2 $75 41.7 3.8% 


Al 





Ethical drug manufacturer of long! 
standing likely to maintain earn. | 
ings on the level gained in 1946, | 
—w larger dividend prob-| 
able. | 












American 





1.25 


1.62 


2.41Se9 


1.05 


29 17.9 6.4 


c+1 


Outstanding engraver and printer, | 
Volume increasing. Despite higher | 
labor costs, — pay $1.60 and) 
70c extra in 3947. | 













American 
x 


4.75 


4.23 2.40 


3.00 


3.00 99 41.2 3.0 


A3 





Earnings, restricted by strike and! 
holdover price contracts in 1946, | 
should improve in 1947. Dividend) 
increase likely. | 









American 








Chain & Cable.... 


3.20 


2.42 


-57Je6 


1.55 26 10.7 6.0 


c-+3 





Diversified steel products company. 
Sharp improvement in second half! 
1946 earnings as strikes settled, | 
Dividend of $2 in 1947 probable. | 










American 
w 





Chicle 


7.02 


6.83 7.28 


5.00 


~ 5.00 20.1 3.4 


A+1 


ing gum manufacturer should take 
full advantage of restored sugar | 
supply. increased dividend likely. | 

——= | 


Efficient management of this chow | 












American 


Hide & Leather.... 


a 


-72 


def.06 


cl 











Manufacturer calf and dress leather | 
for shoe uppers. Earnings $1.06 in 
six months Dec. 31, 1946. Outlook 
unimpressive. Little possibility divi- 
dends. 
























Home Products.... 





American 











American 


Safety Razor........ 


.67 


1.33 


-50 










Diversified consumers products bus- 
iness gives good measure of sta- 
bility. Latest dividend declared 
indicates $1.35 annual rate. Yield 
of 4.6% is secure. 

























Oldest and largest distributor} 
magazines, papers, etc., largely to) 
traveling public. Long, unbroken 
dividend record will continue; but} 
prospects increase this year not| 
clear. | 


















78 11.3 5.0 


| 
Second largest in field. Adding new | 
products. Demand related to con- 
sumer buying power which is fa- 
vorable. Moderately larger divi- 
dend probable. 














American 


Viscose 


3.09 


2.32 


3.54Se9 


2.00 


2.00 52 22.4 3.8 





i ad a a a 








Cc for 
rayon products to utilize increased 
capacity. Earnings trend and strong 
finances indicate dividend increase. 











American 





Woolen 


Archer-Doniels-Midland 


7.96 


2.16 


8.17(a) 21.05 


12.00 43 2.0 28.0 


cl 





Abnormally high 1946 earnings not 
expected to continue as competi- 
tive conditions change. Dividends 
lower than $12 paid in 1946 indi- 
cated by $1.50 first 1947 quarter. 










1.34 


-70 


2.00 37 27.6 5.4 





Demand for linseed oil and flour is 
strong and removal of controls 
should permit wider profit mar- 
gins. Dividend assured. 









Bristol-Myers ; 
x 









Canada Dry 
x 





Celanese 
Financial 


C.L.T. 
x 


Cluett Peabody 











Brown Re eee 


Commercial Credit 
X 


1.71 4.90 


1.6] 


2.82 7.32 





1.122 


-80 


2.00 


2.00 


3314 


1,00 


(a) Adjusted to present capitalization. Je6é—For 6 months ended 


1.20 


2.40 46 9.4 5.2 


Al 





Third largest producer of proprie- | 
tary drugs. Consumer buying pow: | 
er assures continued good earnings. 
Dividend secure. 


| 
i 
| 
| 








34 3.5 





Third largest shoe manufacturer | 
should have another good year in 
1947. Pays liberal share of earn- 
ings in dividends; increase probable 
this year. 






















13124 15.0 


-90 20 


43 


BI 


Easing of shortage of sugar and! 
continued good consumer demand | 
for soft drinks and liquors favor | 
earnings. Based on latest dividend, | 
60c rate probable. | 


Dominant factor in cellulose field | 
with ample product sig ge rd 
| 












Earnings should continue at 1946 
level, securing dividends. 











| 
Large consumer credit volume to/| 
expand earnings despite lower | 
credit charges. No change in divi-| 
dend in 1947 probable. | 


















3.00 47 6.4 


45 


BI 


crease. Earnings are relatively fa: | 


Greater earnings developed 
1946, after removal of government | 
restrictions should continue. In-| 


crease in dividend likely. 









Expanded consumer credit, and | 
some realization on substantial re-| 
serves may permit dividend  in-| 










vorable. 








June 30. 


Se9—For 9 months ended September 30. 
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sy Match $1.61 $1.88 


$2.75 $1.50 $1.50 $41 14.9 3.7% 


Al 


In 1946, material shortages and 
ry restricted Ist half earnings 
of this major match producer. Re- 
covery in 2nd half raises dividend 
prospects. 





printer. | | 
higher | 
60 and| 


ike and 
in 1946, | 
Dividend | 


| likely. 
5 leather | 
$1.06 in 
Outlook 
ity divi- 


icts bus- 
of sta- 
declared 
e. Yield 


ncreased 
d strong 
ncrease. 
ings not 
competi- 
jividends 
46 indi- 
quarter. 


fiour is 
controls 
it mar- 


proprie- | 
ng pow: 
rarnings. | 

| 
aed 
year in 


of earn-| 
probable 


and | 
Oe ag 





er Industries 


Oil ii + y has large 
notes payable. Dividend resumption 
this year is possible. 








Endicott Joh 








Gar Wood Industries 


def1.94 





ie Safety Razor 


Second ranking shoe company, vot- 
ing March 17 to split stock. In 
strong cash position; should in- 
crease dividend. 





Important maker many types 
boats, and other products. Bividesd 
restricted by bank credit. 





3.23Se9 


Leading field in sales and income; 
latter probably exceeded $4.25 in 
1946. Larger extra likely in 1947. 








Glidden 
» 4 


Due to tight supplies vegetable oils 
and strong consumer demand for 
points, prices are higher and mar- 
gins wider. Should pay larger than 
50c extra. 





Greyhound 
x 


5.38Se9 





Industrial Rayon 





International Shoe 








Dominant passenger bus operator. 
Railroad competition increasing; 
but current dividend amply cov- 
ered. 





Rayon for tires is important di- 
vision; outlook for continued large 
demand. Dividend increase appears 
likely. 





Largest shoe apiiiadeae adverse- 
ly affected in 1946 by decline in 
government business. Recovery 
trend in other business may per- 
mit 1947 increase in dividend. 





3.67Se9 


Sales of established products and 
several new ones should hold up 
well. Dividends should exceed 1946 
by good margin. 





1.87Se9 





1.50(y) 


Sales restricted by sugar shortage 
last year, now improving. Larger 
dividend in prospect this year. 





Well established producer proc- 
essed oils for many industries. Up- 
trend sales and earnings favors 
chance dividend rise. 








Normal sales in upward trend. 
Freedom from price controls en- 
— prospects. Dividend appears 
safe. 





Sells bedding uipment, uphol- 
stery fabrics and hospital supplies. 
Has prospects substantial gains 
earnings and should pay higher divi- 
dend. 
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Improving supplies, raw materials 
ond containers, and expansion Win- 
throp Chemical lines augur further 
gains in earnings and dividends. 
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United Merchants & Mfrs 


Holding concern for cotton and 
rayon mills, at home and abroad. 
Prospects rising sales and profits 
lends speculative appeal. 








Vick Chemi 
Ww 


Outstanding producer cold reme- 
dies. Good costs control and new 
lines increasing earnings, assuring 
larger dividends. 





Oe, 








Earnings of this large drug dis- 
tributing chain marked by stabili- 
ty; but improving since the war. 
— dividend increase prob- 
able 





| Wrigley 





Sugar upplies now adequate; but 
company's chicle position appears 
less favorable. Dividend probably 
secure. 
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Snvestment Survey of 


N. Y. Central and 
PennsylvaniaR.R. 


By J. C. CLIFFORD 


Photo by Pennsylvania R.R. 


T HE TWO MOST IMPORTANT railway systems in the 
Nation are girding themselves for what con- 
ceivably could be last ditch fight for survival as pri- 
vate enterprises, spearing a similar battle by 134 
other Class I railroads. Despite heavy deficits in 
1946, the two leaders still have working capital far 
above prewar and their fixed charges have been re- 
duced. But costs for wages and materials have 
soared although, unlike ordinary forms of industry, 
they have no say so as to the rates they may charge 
for their services as an offset. Hence they face 1947 
burdened by the tightest kind of a cost-price 
squeeze, the alleviation of which depends as much 
upon political thinking at the Washington level as 
upon resourceful and able management. With com- 
petition from the air and on the highways adding 
to the fray on an unprecedented scale, their prob- 
lems have become so complex that reliance upon 
mere statistical evidence has plunged experts into a 
controversial maze which is highly confusing to the 
layman. Hence to describe the flux through which 
the two major railroad lines are passing, in simple 
and understandable terms, is no easy job, especially 
as our discussion must be brief. 

Before confining our comments to New York Cen- 
tral and Pennsylvania individually, it might clarify 
the picture somewhat by touching upon a few good 
and adverse factors common to both, if only to 
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Photo by N.Y. Central 


avoid repetition. In general, the bright aspect is 
one where freight traffic, compared with 1946, will 
advance substantially in the current year, and rev- 
enues from this source will benefit from the modest 
6% boost granted last year plus the more sub- 
stantial one in recent months. Provided that indus- 
try continues to establish record peacetime activity, 
hauling of everything from fuel to millions of tons 
of finished goods will keep the carriers exceedingly 
busy. Beyond any question these two large sys- 
tems will share importantly in a predicted revenue 
rise from freight of nearly $800 million during the 
current vear for all of the Nation’s railroads. 

On the same over-all projection, however, both 
New York Central and Pennsylvania must expect to 
share an anticipated rise of over $40 million in 
wages, $90 million in payroll taxes, $200 million in 
material costs, plus a drop in passenger revenues of 
possibly $300 million. Nor will any road in 1947 
have the non-recurring support of tax carry-back 
privileges which last year offset operating losses to 
the extent of some $190 million. Deterioration of 
road beds and equipment and outlays for much de- 
sired new rolling stock of all description will cut 
into operating revenues and working capital. On 
balance, accordingly, there is a fair chance for im- 
proved results in the current year over 1946, but 
little prospect for anything to wax enthusiastic 
over. For New York Central, at least, the statistical 
evidence is not at all heartening and with Pennsyl- 
vania it will be a nip and tuck fight to achieve nor- 
mal satisfactory results in the near term, unless of 
course Congress or the ICC comes to the rescue 
with unpredictable aids. 


New York Central 


More than 60,000 stockholders and 50,000 owners 
of bonds in N.Y.C. are experiencing mixed emo- 
tions these days, following five years in which their 
hopes and expectations for their $2 billion enter- 
prise ran high. Now dividends have been deferred 
and this giant railroad ended 1946 with a deficit of 
$10,447,000, some self styled experts see ground 
for only permanent gloom ahead. On the other 
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hand, dynamic Robert R. Young is betting about 
$5.7 million on his ability to pull the system out 
of a bad hole. While only time can tell who is right, 
the successful experience of Mr. Young as a rail- 
roader with Chesapeake & Ohio, Pere Marquette 
furnishes considerable warrant for his optimism— 
that is, if he really is allowed to have his say. But 
just what he would propose to do has not been dis- 
closed as yet. 

The New York Central System has a basic ad- 
vantage in serving a territory which produces about 
64% ‘of all manufactured products in the United 
States, not to mention large amounts of coal. In 
1940, a population of some 64 million resided in 
this area. Additionally, of course, the System 
handles quantities of traffic bound to and from all 
sections of the country over connecting roads. 9,807 
miles of main track are operated by the company 
and approximately 13,000 more under lease or con- 
tract. Senior to $644 million in capital shares, a 
funded debt of $827.5 million now compares with 
around $1.1 billion during the early 1930s, attest- 
ing to sizable retirements during lush war years in 
the main. Working capital as of November 30, 
1946 stood at $110.7 million, down almost $40 mil- 
lion from the end of 1945 but compared with only 
$19.1 million for 1940. Additionally, the company 
owns non-operating properties in the form of valu- 
able real estate worth probably close to $500 million, 
and producing revenues of around $15.5 million 
annually. 

During the past 20 years, NYC’s operating ratio 
has been relatively high compared with other rail- 
roads, averaging 76% during the period, and in 
1946 this ratio soared to 90.5‘ As a ratio of 
about 81% would be required to produce revenues 
sufficient to cover any resumption of the $1.50 per 
share dividend, it is clear that the management is 
facing a very serious problem, for under current 
conditions it is difficult to cut down expenses of 
any kind. Granted that gross revenues in 1947 
hold at a level a few millions above $600 million, 
compared with $617 million in 1946, taxes, pay- 
ments on equipment obligations and rentals for 
leased lines would keep New York Central badly 
strained to meet fixed charges of $41.8 million on 
its funded debt, unless running expenses can be de- 
cidedly cut. As a step in this direction, an an- 
nounced lay off of 7000 maintenance workers may 
save $16 million or more, but this obviously can 
serve only as a temporary expedient, so that ways 
must be found to curtail expenses in other ways, or 
to expand gross revenues. 

On the more optimistic side, of course, there is a 
chance that revenues from freight may expand, if 
the company’s estimate of 42.3 billion ton miles to 
be carried in 1947 proves over conservative. There 
is also a possibility that the ICC sometime during 
the year may heed public opinion by granting re- 
lief in the form of another moderate rate rise. If 
NYC’s income from freight could be pushed sub- 
stantially above $455 million, its path would be 


partially smoothed. As for passenger revenues 
which for this road normally account for about 
MARCH 15, 1947 
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25% of operating income, the company has already 
joined other large Eastern systems in a plea for 
more liberality from ICC. By this means, it might 
be possible to raise another $10 million for NYC’s 
earning power. Finally, Congress will soon be de- 
bating the pros and cons of the Bulwinkle bill which 
would permit the roads to set their own rates with- 
out fear of reprisals under the Sherman Act. It is 


anyone’s guess how our legislators will view this 
proposal. 
Viewed more broadly and over the longer term, 


potentials for New York Central are enhanced by 
the modernization program it has undertaken and 
the ample capital funds at its disposal to carry it 
out. That the management has no intention of sit- 
ting idly back and allowing competitive forms of 


transportation to siphon off its passenger and 
freight traffic is shown by its outstanding orders 


for more than $60 million new passenger cars alone, 
aside from large orders for freight cars and the last 
word in motive power. New standards of safety, 
convenience and speed are certain to challenge com- 


petition on an ever increasing scale. Quite aside 
from current working capital, New York Central 


always has up its sleeve its huge holdings of in- 
come producing real estate, which conceivably could 
be disposed of to raise nearly half a billion dollars 














if so desired, and without diluting the common 
shares. The basic ques- (Please turn to page 698) 
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Opportunities... 


for Income and Price Appreciation 


IN BONDS 
And PREFERRED STOCKS 


By JACKSON D. NORWOOD 


HE MaGazInE or WALL STREET’s Index of Bond 
Prices showed the following changes for the 
period indicated: 


On On 
Feb. 15 Mar. 1 
40 Domestic Corporates 117.9 117.5 — 4 
10 High Grade Rails 1140 1139 —.1 
10 Second Grade Rails 257.4 253.7 —3.7 
10 High Grade Utilities 98.6 98.7 + .1 
10 High Grade Industrials 100.9 100.7 — .2 
10 Foreign Governments 131.3 1810 — 3 


The few changes of consequence in the High 
Grade Rails, Utilities and Industrials were instru- 
mental in the changes in the INDEXES, which 
however were slight. While Atchison General 4s 
were up 114, declines of a point or more took place 
in Atlantic Coast Line Ist 4s, New York Central 


and Hudson River 314s, and Penn Cons. 44s, 1997. 
The only alteration worthy of note in Utilities was 
in Cities Service 5s, 1966, which were up %4 of a 
point. Among Industrials, City Investing 4s, 1961 
were down *%% in the fortnight and Cleveland Union 
Terminal 514, 1972 and New York Dock 4s were 
up %4 of a point. Western Union 5s, 1960 were 
down 1%. 

Second grade rails declined two weeks ago and 
were further unsettled in the week of March 1 by 
the decline in the Stock Market. B & O 5s, 2000 
were down 25% in the fortnight and C.C.C. and St. 
Louis refunding 414s, at 77, were 2% points lower. 
D. & H. refunding 4s were down 1%. N. Y. On- 
tario and Western refunding 4s, 1972 dropped 1°4 
points in two weeks; the road still is in receivership 
but the bonds had been steady in the preceding two 

months. M-K-T Ist 4s, 1990 were up 
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¥g in the week; but this represented a 
rebound from the decline of 2% points 
in the previous week. Of the 10 
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unt Foreign Governments, Poland 8s re- 


covered to 2414 against 21 the week 
before and 2434 on February 15th. 
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This was an unusually sharp drop and 
recovery. Brazil 614s were off 15% in 
the last two weeks, apparently due to 
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profit taking as the issue scored a ten 
point advance in the preceding fort- 
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pected to continue through March as 
in the latter part of the month con- 
siderably larger new offerings will be 
made. On March 18, an issue of $100,- 
000,000 Consolidated Edison of New 
York 35 Years 1st & Ref. bonds ‘will 
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isi be offered at competitive bidding, fol- 
lowed on March 25 by $200,000,000 


American Tel. & Tel. 35-Year Deben- 
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| take offerings of huge 


tures. Thus, the market will not have the support 
of the investment funds that recently have found 
few new issues. Accordingly, we do not favor new 
long term bond commitments at this time, particu- 
larly in Utilities; but would give the market oppor- 
tunity to digest new offerings of which those men- 
tioned are the two largest. 

An interesting change in investment psychology 
is shown by decisions of large investment funds to 
avoid making new commitments during the past 
year in tax-exempt State and Local Government ob- 
ligations. These funds have given consideration to 
high-yield preferred and common stocks. As a re- 
sult, there has been a price decline in municipal 
securities that carried average yields from 1.37% in 
April, 1946 to 1.90% last week. The prices and 
yields are back to nearly pre-Pearl Harbor aver- 
age yields of 2.01%. 

Another factor in the decline has been the realiza- 
tion that the municipal bond market will have to 


non-callable issue, provides about an equal yield for 
both at this time. Thus, a broad base for the pre- 
ferred stock market appears made which should re- 
duce future fluctuations. 


ELECTRIC POWER & LIGHT CORP. $7 FIRST PRE- 
FERRED: An owner of this preferred has received 
dividends from the company’s ample cash funds at 
the rate of $1.75 quarterly, or $7 annually over the 
past four quarters, will receive $1.75 April First, 
and at least these payments are to be continued 
while the present stock is outstanding. Electric, is a 
holding company owning (1) over 94% or 10,100,- 
000 of the shares of United Gas Corporation, a 
large natural gas producer and distributor in the 
Gulf South Area; and (2) larger percentages of the 
common stocks of four electric power and light com- 
panies, comprising an integrated electric, and also 
natural gas system. 


The holding com- 


























issues of Veterans | pany is being dissolved 
j bonus bonds and other Suggestions for Current Investment Funds | (confirmed by the S nl 
»/ municipal issues au- Se de i Court in Nov. 
a oe ecen a urrent | OAe Diy 
a at Ri - en Price Price Yield | 1946) and the $7 pre- 
tions last November. Il amer. & For. Pwr. Deb. 5's, 2030... $108 = $107, «46%, | ferred has liquidating 
Michigan’s soldier |} Atlantic Coast Line Gen. 41/2, 1964..... - 109 = NC. 4.1 || value of $100 plus ac- 
bonus bond offering of Boston & Albany R. R. Term. Imp. 4'/4's, '78.... 96 105 44 | “os 
- Missouri, Kan, & Tex. Ry. Ist 4's, "90.0.0... 90 N.C. 44 || cumulated dividends of 
$200,000,000 scheduled : 
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index we tabulate of 

average price of medium grade preferred stocks ad- 
vanced from 97.2 pre-Pearl Harbor, and despite 
the sell-off last summer and autumn remains about 
27% above the level before the war. Recovery in 
the group appears well established. 

A comparison within the preferred stock group is 
of value now. It is the market action of callable 
and noncallable issues over the past year. In the 
price rise extending through the first half of 1946 
the callable preferreds were restricted as to ap- 
preciation by their call prices. Thus, for example, 
a 4% stock callable at 110 and selling at 105 at 
the beginning of the year, subsequently sold only 
as high as 115. However, a typical non-callable 4% 
preferred started at about the same level and sold 
above 120. It declined to 109 during the past 8 or 
9 months while its callable brother better main- 
tained price level,—now at 111. The declines in 
both stocks, with a greater lowering in price of the 
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In the latest reported 
annual earnings from dividends on the underlying 
stocks, the amount received from United Gas was 
$8,000,000 and from the electric companies, $3,- 


000,000. The total of $11,000,000 is more than 
2.2 time preferred dividend requirements. More- 


over, Electric Power & Light Corp. has retired its 
bonds and is well heeled in cash to assure preferred 
dividends. 

Natural gas is a well-established and rapidly 
growing business. Reserves (which have been in- 
creased from time to time), will support operations 
at the present rate of something like thirty years. 
The system serves parts of Texas, Louisiana, Mis- 
sissippi and also extends to Mobile, Alabama and 
Pensacola, Florida, and to Mexico where gas is sold 
to a Mexican natural gas pipe line company. 

Under the voluntary exchange plan, 7% Pre- 
ferred stock holders may elect to receive United Gas 
Corp. common, or stock (Please turn to page 700) 
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AND 


Pro and Con 


No bull market in past history 
has ever started when business 
was booming, corporate earnings 
at a record high, and dividends 
being boosted right and left. Bull 
markets start, of course, where 
bear markets end; and at that 
point things never look good. On 
this plausible argument, we can- 
not have a bull market now, or 
any time soon—if the downtrend 
in stock prices from the May 29, 
1946, high in the Dow-Jones in- 
dustrial was (or is) a bear mar- 
ket. One the other hand, that 
major market top will soon be 
eight months behind us. And 
never after a bear market has run 
nearly eight months have busi- 
ness, earnings and dividends been 
as bullish as they are today. On 
this argument it could be held 
that we have had a long and 
severe reaction in the continuing 


PROFIT 


bull market. Only time will reveal 
what the major trend really is. 
There has never been a market 
closely comparable to this. Some- 
body ought to invent a new de- 
scriptive term for it, since it is a 
bit awkward to write, or speak, 
of this “bear-or-bull market.” 


No Clue 


The latest monthly report on 
the outstanding short interest 
showed an increase of 31% to 
the highest total in a good many 
months. The great majority of 
short-sellers, although not all, are 
either professional traders or at 
any rate more sophisticated in 
speculation than is the general 
public. It might therefore be pre- 
sumed that they have above-aver- 
age market sense. However, if 
this were so, it would be easy to 
graph changes in the short posi- 
tion against fluctuations in the in- 
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INCREASES SHOWN IN RECENT EARNINGS REPORTS 


1945 | 





1946 
Year Dec. 31 $ 2.50 $ 1.43 
Year Dec. 31 3.45 1.51 
Year Dec. 31 2.30 1.97 
Year Dec. 31 4.49 1.98 
Year Dec. 31 7.23 2.59 
Year Dec. 28 14.26 13.06 
6 mos. Jan. 31 2.24 1.35 | 
Year Dec. 31 2.21 51 | 
Year Dec. 31 2.72 2.16 
Year Dec. 31 1.65 1.28 
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dustrial average and work out af 


neat gadget for beating the mar- 
ket. Don’t bother. The writer 
of this column has checked over 
it (years ago), along with dozens 
of other so-called ‘tbarometers.” 
It provides no worthwhile clue. 
Like other people, the shorts are 
sometimes right, sometimes 
wrong. For practical purposes, 
the short-position-trend is one of 
the most useless market indica- 
tors. 


Still Upward 


On the one hand, the usual 
tendency is for corporations to 
raise dividends late in the year, 
if they are going to, rather than 
as early as February. On_ the 
other hand, some managements 
are sufficiently stock-market-con- 
scious so that they do not wish to 
“waste” good dividend news—in 
other words, inclined to defer in- 
creases or extras when the mar- 
ket is an unresponsive as it has 
recently been. Considering these 
two facts, the rash of boosted 
dividends this early in. 1947 is all 
the more remarkable. Extras were 
nearly twice as numerous in Feb- 
ruary as in the same month of 
1946; but increases were about 
five times as numerous. The lat- 
ter comparison is _ especially 
notable. Extras are favorable 
with a reservation—managements 
believe present earnings call for 
more liberal payments, but are 
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not willing to commit themselves 
to a higher regular rate. In- 
creases reflect not only good cur- 
rent earnings, but also the con- 
fidence of the managements in 
future earnings. It must be added 
that probably never has an- 
nouncement of so many increased 
regular rates by so many leading 
corporations got so tepid a mar- 
ket response as over the last sev- 
eral weeks. 


Toppy 


Year-to-year comparisons in 
retail trade may have been dis- 
torted in recent weeks by bad 
weather over much of the country 
and the differing incidence of 
holidays. There is scant doubt, 
however, that unit volume has 
passed its peak. This column is 
pretty sure that dollar volume is 
in a top area, whether or not 
further small gains are shown for 
atime. Easter trade will be a real 
test. If it is definitely disappoint- 
ing, it might start a slide in tex- 
tile and apparel prices, regardless 
of the present hoopla in specula- 
tive markets for raw commodities. 
Many merchandising stocks look 
fairly well sold-out and are prob- 
ably reasonable on normal post- 
war earning power — which fig- 
ures to be substantially above the 
prewar normal — but it is ques- 
tionable whether they can do 
better than the general list any 
time soon. Investors are not will- 
ing to pay much for present non- 
recurrent earnings and feel too 
much in the dark when it comes to 
figuring what regular earnings 
might be. We think they will be 
good, judged by prewar stand- 
ards; but this is not an opinion 
which can be expressed in esti- 
mated dollars per share, and 
hence it is not worth much. 


Indifference 


Perhaps the most spectacular 
example of market indifference to 
booming earnings, on the belief 
that they are largely non-recur- 
rent, is represented by the copper 
stocks. The price of the red metal 
has spurted to 2115 cents a 
pound, highest since the mid- 
1920’s.. There isn’t any fluke 
about it. Demand exceeds supply, 
and probably will tend to do so 
as long the high activity in dur- 
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able-goods production continues. 
Nor can the prewar price be con- 
sidered normal in terms of the de- 
preciated postwar dollar. Yet the 
copper stocks sold far above pres- 
ent levels in 1936 and 1937, when 
copper prices, and earnings, were 
much lower than now. It is a 
matter of confidence. Investors 
have yet to convince themselves 
that good copper earnings are 
probable for a relatively long 
time to come. 


Selectivity 


Typical investors—being just 
as human as we people in the ad- 
visory field—want good earnings 
and dividends which are likely to 
stay good indefinitely, apprecia- 
tion of capital and something 
near the maximum degree of 
safety that it is possible to have 
in a common stock. It is a tall 
order. In fact, it is too tall. 
Some compromise has to be made, 
no matter how carefully you 
search for the more solid values 
in equities with which you can 
feel comfortable in this uncertain 


world. Well, this column has 
thought all along, and_ still 


thinks, that good, integrated oil 
stocks come about as near to fit- 
ting long-term investment re- 
quirements as any type of equity 
could ever do. The basic demand- 
supply outlook appears to imply 
maintenance of present, or still 
better earnings, for at least some 
years to come; and current divi- 
dend yields are generally about 
5%. If any type of company is 
better fitted to cope with either 
interim general-business deflation 
or long-run price-wage inflation, 
we do not know what it could be. 
Without any conviction that they 


are ready to rise importantly, the 
writer believes solid investment 
values are offered by such oils as 
Standard of New Jersey, Stand- 
ard of California, Amerada, Con- 
tinental, Phillips, and Shell 


Union. 
Variety Chains 


While considerably above pre- 
war, earnings of the best-man- 
aged variety chains are less ab- 
normal than in any other branch 
of retailing. In fact, it is debat- 
able whether they are abnormal 
at all, since the country certainly 
cannot be expected to go back to 
prewar population, prices, na- 
tional income or consumer spend- 
ing levels. Be that as it may, 
there are two certainties. One is 
that department stores had an ad- 
vantage over variety chains last 
year because of limited produc- 
tion of goods meeting the modest 
to moderate variety-chain price 
limits and because of the public’s 
free-spending tendencies. It will 
be the other way around this year. 
More normal production of low- 
end goods will benefit variety 
stores more than department 
stores, and they will gain also 
from the tendency, already ap- 
parent, of consumers to shop 
more economically. Hence, both 
sales and earnings are likely to 
hold the high 1946 levels or there- 
abouts. The other certainty is 
that variety chains —the ‘“de- 
partment stores” of the lower-in- 
come people—will stand any de- 
gree of future business recession 
better than any other type of 
merchandising. For example, 
from Woolworth’s net income fig- 
ures, you would not have known 

(Please turn to page 693) 














DECLINES SHOWN IN RECENT EARNINGS REPORTS 



































1946 1945 
American Machine & Metals ...............- Year Dec. 31 $ .98 $ 1.72 
Bullard Co. ......... Year Dec. 31 1.13 2.51 
Bulova Watch Dec. 31 quarter 1.79 2.24 
Clark Equipment Year Dec. 31 3.87 5.85 
Ex-Cell-O Year Nov. 30 3.03 5.28 
Hollinger Consolidated Gold ................ Year Dec. 31 5 43 
New York Shipbuilding ............-::+::ss00 Year Dec. 31 4.45 7.50 
Rheem Mfg. Year Dec. 31 1.05 1.82 
Underwood Corp. Year Dec. 31 2.66 3.04 
Warner & Swasey Year Dec. 31 .64 1.47 | 
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The Personal Service Department of THe Macazine or Watt Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities at reasonable intervals. 
No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


3. 
4. No inquiry will be answered which is mailed in our postpaid reply 
5. 


envelope. 


Special rates upon request for those requiring additional service. 





Vick Chemical Co. 


Please furnish report on Vick Chemical 
Co. 
J. D. N., Canandaigua, N. Y. 


Vick Chemical Co. is a pro- 
gressive organization. From a one 
product company, it has added 
other products and acquired vari- 
ous companies and now has 
achieved diversification of its 
business, greatly expanded sales 
and a bright long-term outlook. 

Sales have increased in each of 
recent years. For the years 1935- 
39 sales averaged $9,500,000. 
For fiscal year ended June 30, 
1946 they rose to $37,185,778. 
Sales for six months to Dec. 31, 
1946 were $25,360,915. 

Vick Chemical was incorpo- 
rated in Delaware in August 
1933 (upon dissolution of Drug, 
Inc.). Business was originally es- 
tablished in 1885. 

Principal products are Vick’s 
VapoRub, Vatronal Nose & 
Throat Drops, Cough Drops; 
Prince Matchabelli line of per- 
fumes and toiletries, and through 
subsidiaries, manufactures phar- 
maceuticals for humans and live- 
stock; laboratory and industrial 
chemicals; cosmetics and _toilet- 
ries, etc. 

Capitalization consists solely 
of 1,419,950 shares of common 
stock. 

Balance sheet as of June 30, 
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1946 reported total current as- 
sets $16,704,604, total current 
liabilities $6,612,997, leaving net 
current assets $10,091,607. 

Recent annual earnings to 
June 30th (adjusted to the 2- 
for-1 split March 26, 1946) were 
as follows: 1943, $1.66; 1944, 
$1.31; 1945, $2.01; 1946, $2.74. 
Six months to Dec. 31, 1946 
profits rose sharply to $2.59 a 
share. 

Dividends paid in 1946, includ- 
ing extras, totaled $1.45 a share. 
Present quarterly rate is 30c a 
share. Continued growth pros- 
pects lend attraction to this 
equity. 


West Virginia Pulp & Paper Co. 


Please report recent earnings, dividend 
and outlook for West Virginia Pulp & 
Paper Co. 

G. W., Newark, N. J. 


West Virginia Pulp & Paper 
Co. reported a sharp increase in 
sales and profits for fiscal year 
ended October 31, 1946. Work- 
ing continuously throughout the 
year on a 24-hour basis, the six 
plants of the company produced 
597,984 tons of paper and paper- 
board, an increase of 6.36 per 
cent over the previous year. The 
rise in production achieved total 
sales results of $67,211,929 or 
13.6 per cent above the previous 
year’s volume of $59,188,437. 
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Net earnings amounted to $5,- 
103,607, equivalent, after pre- 
ferred dividends, to $4.93 a com- 
mon share. This compares with 
$2,142,072 or $1.63 a common 
share for 1945. 

In addition to net earnings 
from normal operations, the com- 

any realized a non-recurring 
profit of $2,174,411 in 1946 from 
the sale of timber from its wood- 
lands. 

Return on capital employed 
for 1946 was 8.6 per cent and 
3.9 per cent for 1945. Accord- 
ing to the president of the com- 
pany, average earnings for the 
past 20 years were $2,465,538 
per year, which represents an 
annual return of 4.5 per cent. 
Consolidated balance sheet as of 
Oct. 31, 1946 reported total cur- 
rent assets $23,799,409, totat 
current liabilities $3,972,810; net 
current assets $19,806,599. Con- 
solidated net profit for three 
months to Jan. 31, 1947 amount- 
ed to $2,373,024, equal to $2.45 
a common share. 

Financial condition is strong. 
Dividend declarations in 1946 
totaled $2.40 a share compared 
with $1.00 in 1945. Company 
has started a $19,000,000 con- 
struction program. Earnings out- 
look continues favorable. 


Newport Industries, Inc. 

Please report earnings, dividend and 
prospects for Newport Industries, Inc. 

G. W., Davenport, Iowa 

Earnings increased sharply to 
$3.41 a share for Newport Indus- 
tries, Inc. for year ended Dec. 
31, 1946, compared with $1.01 
a share in 1945. 

Company is the second largest 
maker of steam distilled naval 
stores in the country, producing 
its products from old pine stumps 
collected from cut-over lands to 
yield rosin, turpentine and pine 
oil. Principal industries served 

(Please turn to page 700) 
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The tidal wave of heartening 1946 annual reports has reached such heights 
that an occasionally announced dip in net earnings seems to be the only one to 
arouse surprise. According to a study by the National City Bank of New York, 1946 
net of more than 800 concerns in a group showed a 37.4% rise over 1945. And as yet 
there are no Signs of a let down in the pace for 1947. 





No stronger evidence of confidence in the future is needed in considering the 
expansion programs already under way by forward looking managements. Gloomy 
prophets that a serious recession is in the offing would do well to ponder why industry 
has prepared to spend billions for new facilities if over production will soon become 
a serious threat. Take conservative E. I. du Pont de Nemours as an example. 


ee eee eee eee eS eee 


This giant enterprise plans to increase its preferred stock outstanding by 1 
million shares in order to swell its capital funds by at least $100 million, and is 
already negotiating with Morgan Stanley & Co. to underwrite the deal. Considering 
that du Pont reported working capital of around $270 million at midyear 1946, the 
further increase proposed gives some idea of the huge expansion deemed wise by the 
management. 





According to the Securities and Exchange Commission, manufacturers alone in 
1946 registered securities for cash sale aggregating $1.87 billion, almost twice the 
previous peak established in 1936 of $1.09 billion. And of last year’s new money 
raised by all industries, almost half was to be used for new plants and equipment, 
and 36% for retirement of debt or stocks. In addition many billions of their own 
funds were earmarked with an eye on expanding business. 





Another signal of continued growth in the economy for several years to come 
is furnished by the annual report of Commonwealth Edison Company of Illinois. 
Although this supplier of power and light spent more than $37 million last year for 
construction, total outlays in this direction are planned to reach $200 million before 
the end of 1949. All said, perhaps American business men are better judges of what's 
ahead than theorizing economists. 





Zooming prices for copper, lead, and silver of late certainly cannot create 
gloom for holders of shares in the non ferrous metals group at least, although it tends 
to dim hopes for lower prices to be charged by fabricators in coming months. Not 
until the doors are opened wide to imports of needed metals from abroad can supply 
and demand approach a desirable balance in our home markets. Lowering of the tariff 
might curb the price uptrend. 





But in contrast to the inflationary spiral for metals, a recent markdown by 
wholesalers and jobbers in the candy field points to progress towards former price 
levels. The nickle candy bar has reappeared in a good many spots, after a few month's 
sally into the 6 cents class. Candy makers themselves are making no concessions 
yet, however. 
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Directors of Eastman Kodak Co. have finally decided to broaden the market 
for their fancy priced shares, recently selling around 230 following an announcement. 
that a 5 for 1 split had been recommended to stockholders. Par value would be changed 
to $10 per share and the number of authorized shares raised to 20 million from the 
present 2.5 million. 





The recent action of Norfolk & Western Railway Co. in steps to split their 
shares 4 to 1 adds to the growing roster of "blue chips" which have been made more 
readily available for the average investor of moderate means. These shares are now 
selling about 20 points above their low of 233 1/2 for 1947, as a result of the announced 
split and in line with queer speculative philosophy. 





Approach of the atomic age may be hastened by General Electric Co. and 
Monsanto Chemical Co., now working as a team to construct pilot plants. In this 
effort they are working under contract with Washington. Hope is that even by 1948, 
the production of electricity by steam power generated from fissionable material may 
become realistic. If the experiments prove successful, it will be possible to gain 
clues to operating costs and original expenses as a basis for broader adaptation of 
atomic power for commercial uses. 








SKF Industries, Inc. have some statistics to which they point with consider— 
able pride and it must be acknowledged that they are interesting. It seems that the 
commonplace pump is the most widely used bit of mechanism used in the United States, 
outnumbering automobiles, telephones and refrigerators combined. The Nation has 
100 million pumps in use, they say. 





Under the trademark Kaocast, Babcock & Wilcox Co. are about to offer on the 
market a new form of concrete to be used as a castable refractory which can be poured 
into forms, thus assuring important savings in furnace construction. Claim is that 
this new material will withstand temperatures as high as 3000 degrees Fahrenheit. 





With a prospect that the building industry will strain capacity of its sup— 
pliers for five or ten years to come, manufacturers of equipment are making strides 
to meet demand. American Radiator & Standard Sanitary Corp. plans to spend $13 million 
this year, A. O. Smith Corp. — $3.5 million and Minneapolis—Honeywell $4 million to 
keep abreast of the tide, through plant additions. 

















Earnings of commercial banks may decline to about $635 million this year 
according to Marriner Eccles, chairman of the Federal Reserve Board. In 1946 the 
banks earned $860 million, but Mr. Eccles is pessimistic over mounting expenses and a 
decline in income from Federal securities. He predicts that for labor costs alone the 
banks will have to spend $150 million more than last year. 





Millions of insurance policy holders are facing a rise in costs, due to the 
continued downtrend in interest yields, says Lewis W. Douglas, president of the Mutual 
Life Insurance Company of New York, in his annual report. Income from investments 
above policy payments and needed reserves have shrunk to virtually nothing, thus 
restricting dividend payments to policy holders. 








Sales problems will create no headaches for the big three automobile manu— 
facturers in 1947, but the battle for supremacy will center on the factory floors. 
Right now the tussle for production records has become acute between Ford and 
Chevrolet, with each of them turning out more than 100,000 passenger vehicles in a 
Single recent week. And Chevrolet still has a slight edge over Ford as to trucks 
rolling off the assembly lines. 


As a result of 12 years experimentation, Elgin Watch Co. has announced produc— 
tion of a new alloy watch spring with qualities of historic significance, they claim. 
To test its endurance, they drop a watch into a boiling corrosive bath which com— 
pletely dissolves everything but the spring and the jewels. They have chistened the 
baby Elgiroy. 
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SUMMARY 
MONEY AND CREDIT—Treasury to redeem in cash 





| on Mar. 15 an additional $1.95 billion of Treasury notes, 
| making total cash redemotion of $27.35 billion since 
) Mar. |, 1946. More cash redemptions are coming, since 
) the Government's cash receipts are running well ahead 
© of cash outlay. Average U. S. family now holds assets 
© worth $8,700. Huge expenditures for foreign relief will 
) sustain domestic prices and business activity for some 
» time to come. § 
© India. 
» velopment (the “World Bank") opens with U.S. payment 
) of $2,745 million to the International Monetary Fund— 
| $687,500,000 in gold certificates, $275,000,000 in dollar 


ilver rallies sharply on buying from 
International Bank for Reconstruction and De- 


exchange, and $1,782,500,000 in non-interest bearing 
Treasury demand certificates. U. S. Treasury also paid 
$158,000,000 into the capital fund of the World Bank, 
by check. 


TRADE—Better shopping weather raised department 
store sales in fortnight ended Feb. 22 to 10% above 
last year. Unit volume, however, was still off about 


10% 


| INDUSTRY—Melting snow and ice lifted business ac- 


tivity 2% in fortnight ended Mar. |, to a level 7% 
above last year. Railroad and Air Lines apply for fare 
increases, 
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COMMODITIES—Heavy export demand and box car 


shortages lift prices to new post-war heights. 
“= * 


Melting snow and ice cleared the way for a 2% rise 
in the Nation's physical volume of Business Activity 
during the fortnight ended Mar. |, to a level 7%, above 
last year at this time. Better shopping weather during 
the fortnight ended Feb. 22 also lifted Department 
Store Sales to an average level 10° above the like 
interval a year earlier, though unit volume was still off 


10%. 


For the month of February, wintry weather conspired 
with the box car shortage to depress this Publication's 
Business Index to 175.2°/, of the 1935-9 average—3.5 
points below January, but still 9% above February, 
1946. On a per capita basis, our business index for 
February was 160.2% of the 1935-9 average, compared 
with 163.4 in January, and 148.6 for February, last year. 

. “2 & 


* x « 


In the week ended Feb. 22, 102,000 passenger Auto- 
mobiles and trucks were produced in the U. S. and 
Canada, the first week since July, 1941, that output has 
topped the 100,000 mark. Production in the correspond- 
ing week of 1941 was 128,000. Output for February as 
a whole, however, was below January, owing to material 
scarcities. 

ek 
In some quarters it is feared that production of 
(Please turn to following page) 
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Latest Previous Pre- 
Wkor Wkor Year Pearl : 
Date Month Month Ago __ Harbor PRESENT POSITION AND OUTLOOK 
MILITARY EXPENDITURE (#) $b | Feb. 26 032 032 «0.63 «0.43 ee eer eey er 
EE ROT Feb. 26 350.2 349.9 329.2 143 Durable Goods may have to be curtailed con. 
siderably before long—not from lack of de. 
mand, but due to shortages of copper and pig 
FEDERAL GROSS DEBT—Sb Feb. 26 259.8 259.2 278.9 55.2 iron, Lead has just risen another cent a pound 
and Copper may soon rise to 21'/2 cents, un- 
MONEY SUPPLY—Sb less Congress suspends the four-cent import 
Demand D. sits—!01 Cifties........ Feb. 26 28.7 39.1 37.6 24.3 dut 3 
nae i. Ghelelies ne ner sheseaaee Feb. 26 28.3 28.3 27.9 10.7 . _ = 
The worst Box Car Shortage in 20 years is 
BANK DEBITS—13-Week Avge. hurting production, employment, newspaper ad- 
New York City—$b.......... 7.32 7.36 = 7.76 ~—3.92_ | vertising and, by slowing the movement of farm 
100 Other Cities—$b 9.53 9.62 8.52 5.57 | products to market, has again set inflationary 
forces in motion that may lead to another out- 
INCOME PAYMENTS—$b (ed) Dec. 15.89 14.20 14.27 8.11 | break of labor-management strife. 
Saturios & Wages (6d) ......ccson.- Dec 932 921 852 5.56 OE ak | 
seen Beto = SS eee oe 2.40 0.59 2.06 0.55 Railway Unions have already opened a drive 
‘arm Marketing Income (ag)........ ec 2.49 2.92 1.89 1.21 | for rule changes and an additional 30-cent an 
Includ'g Govt. Payments (ag)........ Dec 2.51 2.93 1.91 1.28 | our wege tncesese; but the stithe danger wal 
be staved off for at least 8 months. Some in- 
CIVILIAN EMPLOYMENT “0 m | Jan 56.0 56.3 51.0 52.6 | crease will be won eventually, which will force 
poe ennt 3 ees Jan 6.5 72 6.7 8.9 the carriers to seek another freight rate in- 
Employees, ufacturin ).. | Jan 15.0 15.0 13.2 13.8 
Employees, Government ‘. 1a Jan. 5.2 5.4 5.5 “a oe eee 
UNEMPLOYMENT (cb) m Jan. 2.4 2.1 2.3 3.4 Meanwhile the Eastern Railroads (also the 
Air Lines) have applied for an increase in 
FACTORY EMPLOYMENT (ib4) Jan. 150 150 130 147 fares, since this branch of the service is now, 
Durable Goods ...............ssessscssee. cosess Jan. 173 172 144 175 as it was before the war, operating at a loss. 
Non-Durable Goods «00.00.0000... Jan. 131 132 119 123 ere 
FACTORY PAYROLLS (ib4) Dec. 300 292 226 198 Class | Railroads had an estimated net in- 
come of $287 million last year, compared with 
FACTORY HOURS & WAGES (ib) $447.4 million reported for 1945. Rate of re- 
Sin ck Bd a) Dec. 40.9 40.2 41.5 40.3 | turn on net property investment averaged only 
rae 4 Wane (comts) ....rsesssseeeeeee- Dec. 1145 113.9 99.4 78.1 | 2.7% last year, against 3.64% in 1945. The re- 
eekly age ($) ses seresereccsssonesesesooes Dec. 46.86 45.78 41.21 31.79 aura ichoull ibe b% 56 provide for adequate 
maintenance and modernization. Total operat- 
PRICES—Wholesale (ib2) Feb. 22 144.3 143.1 107.4 92,2 | ing revenues for December were 4.3% below 
Retail (cdl) ..........eeeeenseen. se one Dec 172.7 171.5 143.1. 116.2 | the like month of 1945, with freight revenue up 
22%; but passenger revenue off 41%. 
COST OF LIVING (Ib3) Dec 153.3 152.2 129.9 110.2 tt et 
Food ... Dec. 185.9 1877 1414 113.1 Hampered by steel iain she low profits, 
Clothing ae 176.5 171.0 149.4 113.8 railroad Freight Cars produced last year num- 
ibe Ra AGRI * 1s EE. - 1Dec, 109.0 109.0 108.3 107.8 bered only 41,000 compared with 76,000 in 1937 
and 1941, and 176,000 in 1913 and 1923. Steel 
RETAIL TRADE $b — ae sce a eave a lift 
Retail Store Sales (cd)................. Dee. 10.28 9.08 8.49 ge | St re Se Seer me: ee 
Durable Goods ..eesccucncenenen Dec. 2.05 1.85 1.32 1.14 | the present 7,000: but it will be many month 
Non-Durable Goods ................-.- Dec. 8.23 7.23 7.17 3.58 | before enough cars will become available to 
Dep't Store Sales ES) ee eee Dec. 1.20 0.91 0.96 0.40 | meet all needs. Still more freight cars are 
Retail Sales Credit, End Mo. (rb2) | Dec. 4.60 4.22 2.88 5.46 | needed urgently, and so are the material and 
earnings with which to build them. 
MANUFACTURERS’ 2 ae 
New Orders (cd2)—Total ........... a 229 234 182 18! U. S. Exports climbed to a new post-war 
Durable Goods oo.......escescseoe coe: Dec. 254 254 173 221 high of $1,094 million in December. They will 
Non-Durable ee ee Dec. 214 221 188 157 remain at a high level so long as foreign na- 
gor | sow Saas re 0 oe nud aid ho tions have dollars to pay for them; since free 
iii; teks ai oh 214 221 188 158 America is the only country that can produce 
enough to supply the urgent needs of a po- 
litically disorganized or bureaucracy-ridden out 
BUSINESS INVENTORIES, End Mo. diecast 
Total (cd)—$b neces. aiaalans Dec. 34.9 35.2 26.4 26.7 ; * * * 
ne oa CS Rte eg at . _ — Britain's ‘wartime Food Minister, Lord Wook 
Retailers’ ... Dec. 8.8 9.6 5.8 7.2 ton, says his country has no chance of repaying 
Dept. Store Stocks (mrb)............... Dec. 1.9 2.2 1. 1.4 the U. S. Loan of $3,750 million. Even so, this 





TSutuWwhabbuctine ww 











THE MAGAZINE OF WALL STREET 











OOK 
ee 


led con. 
of de. 
and pig 
a pound 
nts, un- 
import 


years is 
per ad- 
of farm 
ationary 
her out- 


a drive 
cent an 
jer may 
ome in- 
| force 
‘ate in- 


Iso the 
pase in 
is now, 
loss. 


net in- 
ed with 
of re- 
ed only 
The re- 
Jequate 
operat- 
below 
nue up 


profits, 
Fo num- 
in 1937 
. Steel 
to lift 
y, from 
months 
able to 
ars are 
ial and 


ost-war 
rey will 
ign na- 
ce free 
sroduce 
a po- 
en out- 


Wool- 
epaying 
so, this 








ee 


TREET 








Preduction and Transpertation 



























































Latest Previous Pre- 
Wkor Wkor Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
NSINESS ACTIVITY—i—pe Feb. 22 159.6 158.6 «= 148.1 141.8 , 
4. W. S.)—l—np Feb. 22 174.6 173.5 160.5 146.5 and other foreign loans are good investments if 
: they serve to maintain prosperity at home while 

'DUSTRIAL PROD. (rb)—t—np | Jan. 188 18! 160 174 checking the spread of communism abroad. The 

a og “neaseememmate _ pe Hn - b> idealogical war between communism and free 

‘urable OSS, MITE. ..-creeererererersees hs enterprise is going to cost us money which must 

Yon-Durable Goods, Mft........ ....-. Jan. 179 173 6 41 not be begrudged. Defeat would be calamitous, 
* ARLOADINGS—t—Total Feb. 22 777 800 723 833 leading to a prohibitively costly third world 

Manufactures & MisceHaneous..... | Feb. 22 350 360 302 379 war that might wipe out civilization. 

Mdse. LC. OL Feb. 22 110 119 114 156 * * * 

Grain .. | Feb. 22 49 52 52 43 Former President Hoover urges that the U. S. 
CLEC. POWER Output (Kw.H.)m | Feb.22 4,778 4,778 3,923 «3,267 eb Bo ~~ ar ——. 
SOFT COAL, Prod. (st) m Feb. 22 13.0 12.3 12.6 10.8 relief cost us only $210 million after world war |. 

Cumulative from Jan. I... Feb. 22 98.5 85.4 95.4 446 Pessimists have seen in these needs a new ob- 

ROCKR, ERO WO essccecssessscsesscossss:seossass Jan. 49.1 47.1 46.5 61.8 stacle to balancing the budget. Apart from the 

consideration that such sums are small com- 
PITROLEUM—(bbis.) * pared with the cost of modern warfare, critics 

Crude Output, Dailly.............0......... Feb. 22 4.8 4.8 4.7 4.1 h letely j 3 tin dtealal 

Sascline SHOCKS ceecesrscscssenescenene Feb. 22 104 = 103. s«1085 88 mae capers Sunetn toe enn Ome 

Fucl Ol Stocks. Feb. 22 45 47 39 94 of foreign credits upon our own economy. Ex- 

Heating OW Stocks......cccccccessesen Feb. 22 4 63 26 Re haustion of foreign credits was primarily respon- 

——— | sible for the great business depression of 
LUMBER, Prod. (bd. ff.) m Feb.22 484 421 363 632 1929-32. 

stocks, End. Mo. (bd. ft.) b.......... Dec. 3.1 3.1 2.8 12.6 = @ s 
STEEL INGOT PROD. (st.) m ie 7.23 5.76 3.87 6.96 The Research Council for Economic Security 

Cumulative from Jams V....ce<cceececce Jan. 7.23 69.2 3.87 74.7 — that 35 — . S. families have man- 

aged to accumulate, under syst f Free 

INGINEERING CONSTRUCTION Rakaeptiny: hieae privele Neldinan: valent a 
silo fen) $m Feb. 27 92 98 97 94 rently at $305 billion, or $8,700 per family. This 
umulative from Jan, Iu... Feb. 27 787 6% 597 5,692 nest egg for old age averages per family— 
MISCELLANEOUS cash, $710; bank deposits, $2,500; Government 

Paperboard, New Orders (st)t...... Feb. 22 147 170 140 165 bonds, $1,800; real estate, $1,700; corporate 

Waste Paper Stocks, End Mo. (st)+| Jan. 313 321 205 167 stock, $860; and insurance, $1,140. It is esti- 

U. S. Newsprint Consumption (st)+ | Jan. 365 404 303 352 mated that eight to nine million individuals, 

Do., Stocks, End Mo. (mpt)(st)t | Jan. 449 425 409 523 eliminating duplications, own stock in 1,170 

Wood Pulp Stocks, End Mo. (st)t.. | Dec. 70.7 76.6 71.2 98.5 Amercan corporations. 

Portland Cement Produc. (bbls.)m! Dec. 14.6 15.3 9.8 14.9 

ag—Agriculture Dep't. b—Bilions. cbh—Census Bureau. cd—Commerce Dep't, cd2—-Commerce Dep't. Avge. Month !939—100 


edlb—Commerce Dep't. (1935-9—100), using Labor Bureau and other data. en—Engineering News-Record. 


lI—Seasonably adjusted Index. 














1935-9—100. Ib—Labor Bureau. Ib2—Labor Bureau, 1926—100. ib3—Labor Bureau, 1935-9—I100. Ib4—Labor Bureau, 1939—100. tH—iong 
ivas. m—Millions, mpt—At Mills, Publishers and in Transit. mrb—Magazine of Wall Streeet, using Federal Reserve Board data. np— 
Without compensation for population growth. pc—Per capita basis. tb—Federal Reserve Board. rb2—Federail Reserve Board, ‘nstal 
mont and Charge accounts. st—Short tons. t—Thousands. tf—Treatury and Reconstruction Finance Corp. 
THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
No. of 1947 Indexes (Nov. 14, 1936, Cl—1I00) High Low Feb.22 Mar. I 
Issues (1925 Cl.—100) High Low Feb.22 Mar.! | 100 HIGH PRICED STOCKS 89.87 84.15 88.98 85.66 
304 COMBINED AVERAGE .... 148.8 133.5 146.0 140.5 100 LOW PRICED STOCKS.... 183.14 158.08 176.88 170.74 
4 Agricultural Implements .... 188.0 159.2 182.5 178.5 6 Investment Trusts .............. 62.8 56.5 60.4 57.8 
Il Aircraft (1927 Cl.—1!00)..... 167.1 151.1 167.1 158.8 3 Liquor (1927 Cl—100).... 933.6 778.5 843.9 782.6 
6 Air Lines (1934 Cl.—100).. 628.2 545.7 628.2 597.1 PAR GIINOE YE ooo sc ie ncccsesonscsecssses 159.4 143.1 153.9 149.0 
TUNIMIEROINIG@IEE, <cecciccs.tcssscsecese sack 146.0 128.5 144.0 135.0 S Mall Ordeg. .....csi:.ccccscessiess 129.5 115.3 124.6 117.3 
14 Automobile Accessories .... 237.4 198.7 231.3 218.8 3 Meat Packing ......0.0.0..... 108.7 102.9 107.3 107.0 
El Automotiles: ....cscccsissssossses. 42.8 34.7 41.2 39.2 13 Metals, non-Ferrous .......... 196.7 182.0 188.4 189.0 
3 Baking (1926 Cl.—100) es tks 24.1 22.2 23.8 23.5 Se NR odo ves soncsccciscskexs cere 39.6 36.5 39.0 38.7 
3 Business Machines .............. 301.6 270.9 290.1 279.2 ZF PSTOlOUI — ......cccescesscccccocee 191.0 176.2 188.3 182.8 
2 Bus Lines (1926 Cl—100).. 175.0 159.2 165.5 162.3 20 Public Utilities ........0.00...... 134.3 123.2 132.2 127.6 
Me AGRIAIGAIE. oo cec cassis esccse edadinine 245.6 218.4 243.3 240.4 5 Radio (1927 Cl.—100)...... 23.2 18.9 22.1 21.3 
2 Coal Mining coccccccsccsssssseen 20.1 178 195 18.0 8 Railroad Equipment ........ 80.6 69.6 786 75.5 
4 Communication .........-..00. 66.5 51.7 56.5 53.5 yi De Se errors 27.2 22.6 26.3 24.6 
BS CONSHUCHON: cescecsascisesscscessee 66.5 60.7 65.8 63.3 RD OnLy Se Seer ceocrrers 32.9 25.6 30.5 30.0 
PO GIEAINGES. 6. Sess cu sete ctesasncs neous 371.5 337.9 360.6 354.5 2 Shipbuilding: .....-..:.0::.:....- 114.4 104.0 111.3 108.6 
8 Copper & Brass .................. 113.9 105.8 112.5 113.5 Cg ene 559.0 482.7 555.1 532.9 
2 Dairy Products. ................00- 69.7 59.0 62.3 61.8 ee Sieh Ge CRW ic snicc in nccesicciccss 121.1 108.7 119.4 113.8 
5 Department Stores .............. 78.6 70.2 76.3 73.9 CIRM corso, saxccscasacccccsevcsvoaies 68.2 62.3 63.9 64.0 
5 Drugs & Toilet Articles. ...... 223.2 205.5 212.6 205.5 PN cn crsccaccsasarstics 253.8 240.8 246.0 243.6 
2 Finance Companies ............ 255.8 237.8 246.0 237.8 NOMI csasccc ence stcicesectsstssanints 128.5 104.8 124.5 121.4 
PROC BIAINGS iccisssacsisessicessss 190.4 179.4 188.9 183.7 3 Tires & Rubber .................. 41.4 36.6 41.4 39.5 
Me WOON OUCTOSE 25sec cicksicsossceeses- 73.3 68.5 71.0 73.3 WT WERE ooo co cnescceoecdarseassteee 87.4 81.0 82.6 81.0 
SUCMUNG. 65h ch.ci00dkstecdsc Rises 93.9 84.2 87.9 86.7 2 Variety Stores ............0.0 342.5 310.2 335.0 328.8 
BD Goals Mii ccce.-.css-esc.050:0- 882.7 760.6 861.4 878.1 19 Unclass. (1946 Cl.—100).. 108.5 97.5 105.6 101.6 
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Trend of Commodities 





Commodity prices, spot and futures, zoomed to new 
heights during the past fortnight; but the spread between 
March and September options has narrowed by about 10% 
since our last issue, since futures have climbed faster than 
spot prices. Reason for this astounding display of strength 
is urgent export and domestic demand and slow move- 
ment of crops to market because of the acute box car 
shortage. Traders who have contracted to deliver wheat 
in March face a bad squeeze before the month ends. Some 
who sold March wheat short last year at $2.00 are now 
covering at around $2.60. About 700,000 bushels are 
stored at Chicago; but all but 50,000 of this is owned by 
flour mills and the Government. Against this promises to 
deliver 3,000,000 bushels during March are now outstand- 
ing on the Chicago Board of Trade. We are exporting 


about 25% of last season's wheat crop, and present ou 
look is that overseas demand will continue to be as urge 
for at least another year, owing to poor crop condition 
throughout Europe. Agriculture Secretary Anderson say 
that the Government will start buying new-wheat crop 4 
soon as it comes from the fields this summer. Parity pric 
for cotton was placed at 27.40 cents for mid-February. 
74 points higher -than mid-January, which raises the Gov 
ernment's loan rate to 26.85 cents. Domestic consumption 
of cotton in January totaled 900,000 bales, against onl 
774,000 in the like month last year. Present outlook is thai 
domestic demand will absorb whatever cotton may b 
available this year; so that traders are not unduly worried) &% 
over the recent 2-cent cut in export subsidy rates. 





WHOLESALE COMMODITY 


PRICES 





ALL COMMODITIES 











; 

















FARM eens iM. j 


es. 





























100 





f We 








J 





° 
LF. 





USLB 1926 


o~. 2 
~* 


7 a 


























SREsSaY EESEE | 


a SS ee! 





MANUFACTURED “7, 
PRODUCTS J NON-FARM PRODUCTS 


maponportei | | | ty 
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1945 1946 194-7 


U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August 1939, equal 100 


Date 2Wk. | Mo. 3Mo. 6Mo. 1 Yr. Dec.6 
Mar.| Ago Ago Ago Ago Ago 1941 
28 Basic Commodities . 322.9 310.9 305.6 297.5 239.9 188.6 156.9 
11 Import Commodities .... 289.7 293.3 286.3 286.4 220.8 170.7 157.5 
17 Domestic Commodities.. 346.3 330.3 318.8 304.9 253.1 201.2 156.6 


RAW MATERIALS ' SPOT INDEX 
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14 Raw Materials, 1923-5 Average equals 109 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1947 1946 1945 1943 1941 1939 
135.9 1288 95.8 92.9 85.7 78.3 
126.4 95.8 93.6 89.3 743 61.6 


1938 
65.8 
57:5 


1937 
93.8 
64.7 


High 


$92 


Date 2Wk. | Mo. 3Mo. &Mo. 1 Yr. Dec.b 
Mar.! Ago Ago Ago Ago Ago 194! 

. 340.6 318.1 306.6 310.9 303.1 236.8 163.9 
+ 403.0 379.9 364.2 259.8 298.7 215.2 169.2 
473.1 267.3 267.7 257.6 203.3 170.7 148.2 


COMMODITY FUTURES INDEX 


VOv. DEC. FEB. 


7 Domestic Agriculture 
12 Foodstuffs. ............ 
16 Raw Industrials 
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Average 1924-26 equals 100 


1947 1946 1945 1943 1941 1939 1938 1937 
130.62 127.07 106.41 96.57 84.60 64.67 54.95 82.4 
117.14 104.21 93.90 88.45 55.45 46.59 45.03 52.03 
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' Trends Toward Economic 
Crises in China, France, 
Britain, Canada 





(Continued from page 664) 


More than $1,000,000,000 of 
American aid has already been 
extended to China, but currency 
inflation is now at a point where 
drastic measures have been taken 
to prohibit speculation in foreign 
fexchange and gold in order to 
stabilize the Chinese dollar. These 
drastic measures have not arrest- 
ed the spiral. 

Chinese trade is virtually at a 
standstill, while the transport 
system has broken down com- 
pletely so that, even if production 
were resumed, distribution of the 
‘finished product internally, or for 
export could not be made. 

Manchuria, the key to China’s 
economic rehabilitation has prov- 
fen a drain rather than an aid. 
Russia stripped the territory of 
the bulk of the industrial equip- 
ment which Japan had built up 
during her years of occupation. 

About a year ago the Chinese 
nationalist dollar was stabilized 
at the rate of $20 CN to $1 
American dollar. This rate was 
at wide variance with the open 
market rate which, since Septem- 
ber, 1945, had ranged from CN 
$1000 to U. S. $1. However, at 
that time some hopes for stability 
were expressed in American and 
Chinese quarters. 

Recently, $12,000 CN com- 
manded U. S. $1. The General- 
issimo dismissed his finance minis- 
ter and took drastic steps to curb 
speculation. In the meantime, the 
realization has been forcefully 
brought home that China, the 
vast market which was to develop 
after the war to absorb huge 
quantities of world finished prod- 
ucts, is tottering. 


Canada 


Canada’s troubles are a corrol- 
lary of those of Great Britain. 
Canada is running short of dol- 
lar exchange, because she has 
loaned Britain $1,250,000,000. 
In other words, an important seg- 
ment of Canada’s export trade is 
not producing dollar exchange. 
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Last year Canada’s adverse 
balance with the United States 
exceeded $500,000,000 and it is 
expected to climb to $800,000,- 
000 in the next two- years. Con- 
tinued deficit trade with the 
United States will adversely af- 
fect Canada’s position. 

Canada may seek a loan in the 
United States to offset her ad- 
verse trade balance. Of course, 
Canada is fundamentally in a 
sound position, as compared to 
most nations but she is dependent 
to an important extent upon 
foreign trade which takes one- 
third of her total produce. Last 
year was one of record peacetime 
proportions and demand abroad 
is quite as strong, if not stronger, 
than in 1946. The trouble lies in 
the fact that her favorable trade 
balances has been maintained in 
sterling countries and in Europe, 
not convertible into U. S. dollars. 
United States has now supplant- 
ed Britain as Canada’s best cus- 
tomer, taking about 40% of all 
Canadian exports. Her wood 
pulp, paper and lumber are need- 
ed by our industry. Nevertheless 
the shortage of dollar exchange is 
‘ausing apprehension in the 
Dominion and bankers are warn- 
ing that it must not be allowed 
to become more drastic. 





For Profit and Income 





(Continued from page 685) 


there was any depression in 1920- 
1921 or 1937-1938, and even the 
debacle of 1929-1932 cut profits 
only moderately. This stock ap- 
pears to have solid value at pres- 
ent prices. So do Kress, Grant 
and Murphy. 





The Airlines 





(Continued from page 671) 


In view of the evident unstabil- 
ity now characteristic of this in- 
dustry and its many problems, it 
is difficult to assign more than a 
highly speculative rating to most 
of the common stocks. Some rela- 
tively smaller airlines are oper- 
ating profitably and their future 
progress sems better assured. 


SCHENLEY DISTILLERS CORPORATION 


NOTE—From time to time, in this 
space, there will appear an advertise- 
ment which we hope will be of interest 
to our fellow Americans. This is num- 
ber 160 of a series. 


SCHENLEY DISTILLERS CORP. 





Guest Editorial 


By MARK MERIT 





In the February 22nd, 1947, issue 
of The Publishers’ Auxiliary, a weekly 
newspaper which claims, with pardon- 
able pride, that it reaches the largest 
group of newspaper publishers in the 
United States, we find a “guest editori- 
al” from which we just can’t resist 
quoting some excerpts, as the basis for 
this article. The “guest editorial” is 
in the form of an “open letter reply” on 
the part of William J. Brown, publisher 
of Chicora (Pa.) Herald, to a respected 
member of the cloth in his community, 
who has three times voiced his objec- 
tions to the Herald’s advertising policy. 
And now we quote: 


“Our paper accepts advertising for 
ravenue. It would be financially im- 
possible to operate without it. If you 
would deprive us of our living you 
would also deprive this community of 
its paper. ...I1f we deprived you of 
your collections we would, no doubt, 
deprive your church of its pastor. It’s 
just that simple—a problem of econom- 
ics. We feel there is a need in this 
community for both of us. We also feel 
that the vast majority of our paid sub- 
scribers in no manner find our advertis- 
ing objectionable.” 


“You are attempting to exhume an 
issue that’s dead and buried. The in- 
famous Highteenth Amendment nur- 
tured an era of sin and crime to be 
abhorred by every clear thinking man 
and woman in America. This act was 
repudiated by the people of this state. 
Today there are other problems that 
need all of our energy. These problems 
could keep both of us busy for many 
weeks”, And Mr. Brown continues: 


“If your plan for the elimination of 
much of our advertising were effective, 
it would seriously hurt this paper. 
When you hurt one business in a small 
community you hurt all businesses, for 
each is dependent on his neighbor. The 
borough receives much revenue from 
the returned beverage tax, each year. 
Any drop in that, would have to be 
borne by the taxpayers and we’re 
almost certain the citizens are not 
crusading for higher taxes...” 


End quote. 


Period. 


FREE — 96-PAGE BOOK —Send a post- 
card or letter to MARK MERIT OP 
SCHENLEY DISTILLERS CORP., Dept. 15A, 
$50 Fifth Ave., N. Y. 1, and you will re- 
ceive @ 96-page book containing reprints 
of earlier articles on various subjects. 
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OPERATING IN 





CONSOLIDATED BALANCE SHEET 
December 31, 1946 


CURRENT ASSETS 


Cash 


ASSETS 


Marketable Securities (Co ost or Market. whichever lower) 


RECEIVABLES (After Reserve for Doubtful) 
Trade Notes and Accounts 
* Other Notes and Accounts 


INVENTORIES (Cost or Market, whichever lower) 
TOTAL CURRENT ASSETS 


Frxep ASSETS (Cost or less) 


Land, Buildings, Machinery, and Equipment 
Deduct—Reserves for Depreciation and Amortization 


INVESTMENTS 
Affiliated Companies 
Foreign Subsidiaries 


DEFERRED 


(Cost or less) 


CHARGES 


Prepaid Insurance, Taxes, etc. 


PostTwaAR REFUND OF Excess Prorits TAX (Canadian Subsidiaries) Dire Meteaam 


PATENTS, TRADE-MARKS, AND GOODWILL........... 


CURRENT LIABILITIES 


Accounts Payable 
Dividend Payable January 1947 


ACCRUED LIABILITIES 
Income, Excess Profits. and Other Taxes 
Other Accrued Liabilities 


TOTAL CURRENT LIABILITIES 


DEFERRED LIABILITIES UNDER GOVERNMENT CONTRACTS 


ACCRUED PROVISION FOR WARTIME ADJUSTMENTS 


RESERVE 


E FOR POSTWAR CONTINGENCIES .. 


PLAN bite icra msicice facies: $ 
__ 6,400,905.79 


CAPITAL STOCK OF UNION CARBIDE AND CARBON CORPORATION 
No Par Value—Not Including 136,649 shares held by the Corporation 


9,277,788 
88.700 


9, 366, 488 


shares 


$ 45.008.827.89 


5.624.820.66 


$420,201.743.69 


269,101.493.22 


2,581.886.13 
24.180.485.44 


44,541.880.60 


$192,879,842.43 


shares issued under Steck Purchase Plan wie Siiiuilionsies ial held - the 
Corporation as collateral (See Note 7) 


shares at December 31. 1946 


10. 289,200.00 


 203,169,042.43 


Less present amount of Agreements, after deducting $6, 651.43 applied 


EARNED SURPLUS .... 


or assumption. 


Foreign subsidiaries, all one hundred per cent owned 


as mentioned in Note 7 


NoTes RELATING TO FINANCIAL STATEMENTS 


1—tThe principles used in preparing the accompanying consolidated 
statements for the year 1946 are as follows: 

All subsidiaries that are one hundred per cent owned, and operate 
in the United States and Canada, are consolidated. 

Current assets, deferred charges, current liabilities, and income of 
Canadian subsidiaries consolidated are converted at the official rates 
of exchange. Other assets and liabilities of Canadian subsidiaries con- 
solidated are converted at the prevailing rate at time of acquisition 


, are shown 


_ 10. 282,548.5 57 


192, 886,493. 86 


142,227,825.07 


UNION CARBIDE AND CARBON CORPORATION AND SUBSIDIARIES 


THE UNITED STATES AND CANADA 


51,633,648.55 


91,749.094.31 


$256,898.944.77 


$ 


151,100,250.47 


26,762.371.57 


2,393,052.01 
1,858,739.97 


1.00 


$439.013.359.79 


th 


a 


22.331,918.77 
7.024,866.00 


50.942,786.39 
80,299.571.16 
1,648,143.82 
6,951,325.88 
15,000,000.00 


_335,114,318.93 


$439.013.359.79 


as investments. Only that part of the income of foreign subsidiaries 
which was received during the year as dividends is included in in- 
come. Unaudited reports covering less than a full year indicate that 
the income of companies paying such dividends will exceed the 


amount of dividends paid. 


Affiliated companies, less than one hundred per cent but not less 
than fifty per cent owned, are also shown as investments. The equity 
in the net worth of these affiliated companies increased $2,082,770.10 
between January 1, 1938 (or date of acquisition, whichever is later), 
and the date of latest unaudited reports received. Of this increase, 


(Continued on following page) 
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31.00 


94.31 
44.77 
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71.57 


92.01 
9.97 


1.00 
9.79 
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UNION CARBIDE AND CARBON CORPORATION AND SUBSIDIARIES 


OPERATING IN THE UNITED STATES AND CANADA 





INCOME 
Gross Sales—Less Discounts. Returns. and Allowances 
Other Income (Net) 


DEDUCTIONS 
Dividends Declared 


EARNED SURPLUS AT DECEMBER 31, 1946 


CONSOLIDATED INCOME AND SURPLUS STATEMENTS 
Year Ended December 31, 1946 


INCOME STATEMENT 


$414,988,315.57 
5 


1.060.5 10.9: $419.048.826.50 


DEDUCTIONS 

Cost of Goods Sold. Selling, General, and Administrative Expenses $311.308.725.59 

Depreciation and Depletion 14.806,377.80 

Income and Excess Profits Taxes 35,727,371.22 361,842,474.61 
I I a cll aula ae $ 57,206.351.89 

Net Income per Share—On 9,366,488 shares aunnilina ecules 31, 1946 == 

SURPLUS STATEMENT 

EARNED SURPLUS AT JANUARY 1. 1946 $115,968,110.65 
ADDITIONS 

Net Income for the Year $ 57,206.351.89 

Adjustment arising from revaluation of Canadian dollar to parity with United States dollar 2.370.643.37 59.576,995.26 


$175.545.105.91 


$ 27.966.414.00 


Payments on Annuities relating to prior years under Retirement Plan for Employees 5,150,970.59 
Decrease in Market Value of Marketable Securities at December 31, 1946 199.896.25 33.317,280.84 


$142,227,825.07 





(Notes continued from preceding page) 

$635,723.23 is applicable to the current period. The consolidated in- 
come does not include any part of the undistributed net income of 
affiliated companies. 

2—Payments relating to years prior to July 1, 1937, were made to 
insurance companies to complete the le Mb of Past-Service An- 
nuities under the Retirement Plan. These payments amounting to 
$2,202,194.09 were charged to Surplus. This method has been con- 
sistently followed since adoption of the Retirement Plan on July 1, 
1937. 

The Retirement Plan was modified during the year, as authorized 
by the stockholders on April 16, 1946, and made effective as of May 1, 
19146, to provide benefits to survivors of employees who die within 
ten years of normal retirement date, and to provide 10-year certain 
payments upon retirement. To effect the modification of the Plan on 
May 1, 1946, a payment of $2,948,776.50 was required to convert an- 
nuities of employees who were then within ten years of normal 
retirement date. This amount has also been charged to Surplus. Pay- 
ments for converting annuities after May 1, 1946, and payments re- 
lating to service during the current year were charged against in- 
come and such payments in future years will be charged against 
income. 


3—Income and Excess Profits Taxes as computed for the year 1946 
are lower and Net Income is higher in the amount of approximately 
$1,142,500 by reason of charges to Surplus representing that portion 
of Payments on Annuities relating to prior years under the Retire- 
ment Plan for Employees allowable as a deduction in computing 
such taxes for the year. The balance will be deducted in computing 
income taxes in subsequent years. 

Income and Excess Profits Taxes for the year 1946 as set forth in 
the Income Statement and Accrued Liabilities for Taxes as shown in 
the Balance Sheet at December 31, 1946, have each been stated after 
deducting $1,583,500.00 representing estimated refunds to several 
subsidiaries under carry-back provisions of the Internal Revenue 
Code. 


4—All emergency facilities completed on September 29, 1945, were 
fully amortized prior to January 1, 1946, although many are still in 
use. There are no charges against 1946 income nor will there be 
charges against income in future years for depreciation or amortiza- 
tion of such facilities. 


5—Union Carbide and Carbon Dapoten has agreed to maintain 
the assets held by the Trustee of the Savings Plan for Employees in 
an amount sufficient to permit the distribution of the Trust Estate to 
the persons entitled thereto. 


6—A review of the operations for the year 1944 under the Renego- 
tiation Act has been completed. Under the final settlement a reduc- 
tion has been made of $17,536,000.00 in the value of sales and of 
income before taxes for that year. After allowance of $14,719,845.42 
paid in taxes, the net refund to the Government in the amount of 
$2,816,154.58 has been charged to Accrued Provision for Wartime 
Adjustments. The amount of the net refund applicable to the year 
1945 under such Act has not been détermined. Any refund to the 
Government for that year will be charged to Accrued Provision for 
Wartime Adjustments. 


7—During 1946 the Corporation entered into Agreements with 127 








employees, including 11 officers of the Corporation, covering 88,700 
shares of its capital stock under the Stock Purchase Plan for Employ- 
ees as approved and authorized by the stockholders in 1946. The 
Agreements set forth a price of $116 per share, which was the clos- 
ing quotation on the New York Stock Exchange on the date preced- 
ing the offering. Under the terms of the Plan the price or prices shall 
be such price or prices as shall be fixed by the Board of Directors in its 
discretion, but not lower than seventy-five per cent of the market 
price. Each participant has five years to complete payment and inter- 
est at the rate of two per cent per annum will be paid on the unpaid 
balance. Each participant has also agreed to apply against the unpaid 
balance the amount, if any, by which the dividends paid to him exceed 
the interest. The aggregate amount so applied on December 31, 1946, 
was $6,651.43. The Board of Directors may take such action from time 
to time with respect to extension of time of payment as in the dis- 
cretion of the Board is in the best interest of the Corporation. Stock 
covered by the Agreements is pledged by the participating employees 
as collateral security for payment. The Plan provides that if a par- 
ticipant shall die the Corporation will offer, for a period of six months 
following his death, to repurchase the unpaid-for shares at the price 
to be paid by such participant. 


8—Union Carbide and Carbon Corporation and several subsidiaries 
are defendants in suits brought by employees for additional wages 
for the current and prior years, an equal amount as liquidated dam 
ages, and attorneys’ fees and costs. Such suits, commonly referred 
to as “Portal-to-Portal Pay Suits,’ present a serious problem to 
American industry in general. 

It is impossible to foresee the outcome of these suits and no pro- 
vision therefor has been made out of income for 1946. 


AUDITORS’ REPORT 
TO DIRECTORS AND STOCKHOLDERS OF 
UNION CARBIDE AND CARBON CORPORATION : 

We have examined the balance sheet of Union Carbide and Carbon 
Corporation and its one hundred per cent owned subsidiaries operat- 
ing in the United States and Canada, as of December 31, 1946, and the 
statements of income and surplus for the year then ended, have re- 
viewed the system of internal control and accounting procedures of 
the companies and, without making a detailed audit of the transac- 
tions, have examined or tested accounting records of the companies 
and other supporting evidence by methods and to the extent we 
deemed appropriate. Except that it was not practicable to confirm 
receivables from United States Government agencies, as to which we 
have satisfied ourselves by means of other auditing procedures, our 
examination was made in accordance with generally accepted audit- 
ing standards applicable in the circumstances and included all pro- 
cedures which we considered necessary. 

In our opinion, the accompanying balance sheet and related state- 
ments of income and surplus present fairly the position of Union 
Carbide and Carbon Corporation and its subsidiaries consolidated at 
December 31, 1946, and the results of consolidated operations for the 
year, in conformity with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 

HURDMAN AND CRANSTOUN 
New York, N. Y., March 1, 1947. Certified Public Accountants 
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Outlook for Metals and 
Metal Fabricators 
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stated, expected in the copper 
trade; but the fabricators with 
125,000 surplus stocks may have 
another story. However, it would 
be a short story unless, after a 
reasonable period, some means 
can be found to get more coppcr. 


The Copper Shortage 


Last year closed with copper 
mine production in the United 
States failing to attain even 600,- 
000 tons, against 772,894 tons in 
1945 and well over 1,000,000 
tons in each full war year. A 
more interesting comparison 1s 
with prewar 1939 and 1940 when, 
respectively, 836,074 and 992,- 
293 tons were produced. Con- 
sumption of 1,000,000 tons was 
‘made possible by imports of 
400,000 tons of unmanufactured 
and 150,000 tons of refined cop- 
per. The relatively low output 
last year was attributable to two 
principal causes: (1) — Strikes 
which closed down numerous 
mines, smelters, refineries and roll- 


. ing mills. (2)—Price was not ade- 


quate to offset increased produc- 
tion costs, although the major 
companies were taken care of by 
the industry-wide increase in 
price last June and apparently 
most companies were satisfied by 
the increase to a full 19'%4c last 
November; any further price in- 
creases should prove to be tem- 
porary. On February 28 the 
R.F.C. raised the price to 21c on 
copper in its stockpile and several 
companies have followed suit. 
The price of lead has exceeded 
the price of zinc this year for the 
first time in history. These metals 
were recently quoted 12.8c and 
10.5c per pound to large buyers; 
but lead sells higher at New York, 
where the price advanced March 
4th from 14c to 15¢ per pound. 
Lead has been critically scarce 
all last year, and in fact in the 
most critical supply position of 
any nonferrous metal since the 
end of the war. Unlike the situa- 
tion in copper, the government 
has no contracts for first quarter 
delivery of foreign lead. The gov- 
ernment stockpile declined near- 






ly 10,000 tons below the minimum 
of 38,000 tons established last 
summer; but on January 1 was 
back to 47,500 tons. Production 
is increasing as a result of the 
record-high price. Trade authori- 
ties are universally of the opinion 
that present prices find more 
justification than in the cases of 
other metals because of limited 
world supplies and _ extraordi- 
narily urgent requirements. 
Mines not directly affected by 
strikes last year were forced to 
shut down because the smelter 
strikes made it impossible to dis- 
pose of their concentrates. Dom- 
estic mine production of recover- 
able lead was 330,000 short tons 
in 1946, as compared with 390,- 
000 in 1945. However, produc- 
tion had climbed from the June 
low of 18,600 tons to over 40,000 
tons a month by the yearend. 
Pig lead imports in 1946 were 
140,000 tons compared with 230,- 
313 in 1945, most of it coming 
from Mexico. Disturbed labor 
and market conditions restricted 
the mining and smelting of zinc; 
but output and consumption held 
up better than lead. Zine stocks 
available to consumers were out 
of balance, although overall zine 
stocks were ample. Thus, zinc ap- 
pears in a less favorable market 
position than lead, despite the 
prices. 


Metal 


There should be considerably 
fewer strikes at fabricating and 
customers’ plants in 1947 than in 
1946 when, particularly in the 
first half, many plants were closed 
for extended periods. Among 
companies in which operations in- 
clude fabricating, employees of 
American Smelting and Refining 
Company were notable offenders. 
There is a higher degree of har- 
mony this year, and a large num- 
ber of workers have come to real- 
ize that they have lost great sums 
in wages during the strikes and 
will not be anxious to strike 
again. 


Fabricators 


The companies making wire 
and cable depend for sales prin- 
cipally on the trend of capital 
expenditures by the public utili- 
ties. Significant of this trend was 
the filing on February 26th of a 
registration statement for sale of 
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$200,000,000 additional long. 
term debentures by Americay 
Tel. & Tel., the parent telephone 
company. Despite strikes and 
shortages of raw materials, the 
wire mills in 1946 achieved record 
peacetime deliveries. Wire mill 
have been drawing aluminum 
for building, distribution and 
weatherproof wire, 
shortages of copper wire bars, 
The higher price of copper should 


num wire. 
While brass mills did not equal 


about 10% higher than 1945), 
brass shipments in the last few 
months of 1946 were 150% above 


the estimated 50,000-ton prewar f 
making 
brass and copper products de-f 
pend chiefly on the automobile, 
equipment, f 


monthly rate. Those 


building, electrical 
and numerous smaller industries. 
Large demands from these indus- 
tries promise capacity operations. 
The fabricating companies 
have developed numerous new 
alloys and also new products; but 
they will not announce them until 
they have taken care of a good 
portion of the accumulated de- 
mand for regular products. For 
example, they can fill only about 
one-half of the demand for mag- 
net wire by principal customers 
such as General Electric and 
Westinghouse. They have, how- 
ever, installed the latest equip- 
ment effecting time-savings such 
as larger rolling mills handling 
wider widths. Before many new 
products are announced, more 
copper must be available. 
American Smelting and Refin- 
ing Co. values inventories by a 
“normal stocks” method under 
which a large quantity of inven- 
tories is likened to a reservoir. 
Variations in the price of such 
normal stocks should have no 
more effect on current income 
from year to year than variations 
in the price of land upon which 
a plant is situated. The other 
companies had considerable in- 
ventory gains as a result of the 
sharp climb in prices of raw ma- 
terials last year. An exception, 
also, was Rome Cable which 
transferred the inventory gain to 
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a reserve. The other companies 
included inventory gains in earn- 
ings. For example, for 1946 
Bridgeport Brass reported net in- 
come of $3,188,071, including 
approximately $900,000 derived 
from the sales of inventories ac- 
quired prior to the increases in 
prices of raw materials since May 
1946. Thus, part of its earnings 
of $3.27 were of a non-recurring 


Fnature. In 1947, prices of mill 


products will average so much 


| higher than a year before that a 
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‘further widening of profit mar- 


gins is indicated. As the rate of 
output also should increase, a 
further rise in earnings is in 
prospect even though inventory 
profits should be smaller than in 
1946. 


The metal producing com- 


| panies should enjoy a good year 


in 1947, and beyond. While 1946 
started off poorly, the better con- 


ditions this year should result in 
'very good earnings for alumi- 


num, copper, lead and nickel com- 
panies. Their shares have de- 
clined about in line with the in- 
dustrial averages and the strong- 
er companies deserve a place in 
moderate amounts on the average 
investment list. 





Must Gold Prices Be Raised? 





(Continued from page 656) 
known to be extending railways 
and highways into the Lena and 
Aldan districts in Siberia, the 
two most promising gold mining 
areas. 

In summarizing, one may say 
that the current and prospective 
production of gold is probably 
not large enough to _ provide 
enough metal for everybody who 
wants it at present prices. For 
one thing, large quantities of 
gold are bound to be needed to 
fulfill other functions of. gold. 
More gold is needed in arts and 
industries, for example, for the 
simple reason that people now 
have more money to spend. In 
this country, arts and industries 
are estimated to have absorbed 
over $100 million worth of gold 
in 1946, or about two-and-a-half 
times as much as before the war. 

More gold is bound to be re- 

(Continued on page 699) 
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MORE ENGINES, 


FOR MORE JOBS 
... and MORE ON THE WAY 























Continental 
production has risen 


substantially over that of a year ago, and is 
now proceeding at a higher rate than in any 
previous peacetime period. This is due partly 
to improved efficiency and partly to an ex- 
pansion of plant facilities undertaken last 
year to meet customers’ rising schedules. As 
additional machinery and equipment come 
into use, deliveries will be accelerated fur- 
ther, day by day and week by week. There 
are more engines, for more jobs ..., and 


more on the way. 


[ontinental Motors [orporation 
MUSKEGON, MICHIGAN 
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COURIERS and CARGO CARRIERS 
OF THE CARIBBEAN 


OR NEARLY HALF A CENTURY, the United Fruit Company’s Great 
F White Fleet has served Middle America. During these years the 
fleet has kept step with the forward march of maritime technology 
and today offers up-to-the-minute accommodations, equipment, and 
dependability in its contribution to the development of inter- 
American trade and travel. 

Afloat and ashore an experienced personnel is eager to bring its 
collective efficiency to bear on traffic problems relating to The 


Great White Fleet 


UNITED FRUIT COMPANY 
1 Federal Street, Boston 10, Mass. 
Pier 3, North River, New York 6 
321 St. Charles St., New Orleans 


COLOMBIA ® COSTA RICA ® CUBA ® DOMINICAN REPUBLIC 


ECUADOR ® EL SALVADOR ® GUATEMALA *® HONDURAS ® JAMAICA, B.W.I. ®& NICARAGUA 


PANAMA ® PANAMA CANAL ZONE 


111 W. Washington St., Chicago 2 
1001 Fourth St., San Francisco 








The Chesapeake and Ohio Railway Co. 


A dividend for the first quarter of 1947 of seventy-five 
cents per share on $25 par common stock will be paid 
April 1, 1947, to stockholders of record at close of business 
March 7, 1947. Transfer books will not close. 


H. F. LOHMEYER, Secretary and Treasurer 
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Investment Survey of 
N.Y. Central and 
Pennsylvania R.R. 





(Continued from page 681) 
tion here is whether a transfer of 
this capital from a non-operatin 
status to one beneficial to freight 
and passenger revenues in thef 
long run would be worth the add-F 
ed risk involved. But this sizable 
liquid assets is right there to use, 
if vision and courage of the man- 
agement combine to see in its en- 
ployment a chance to give New 
York Central the best operating 
advantages which money could 
buy in the new era ahead. Per- 
haps Mr. Young has some off 
these things in mind. 
Pennsylvania Railroad Company 

This traditionally stable money- 
making road, as everyone knows, 
had to celebrate its hundreth an-f 
niversary last year with a dis- 
couraging report for its many 
shareholders. Although gross rev- 
enues in 1946 were satisfactory 
by peacetime standards, final net 
returns were the worst in_ the 
company’s long history. For thef 
first time in a century, Pennsyl- 
vania had to report a deficit from 
operations amounting to approx- 
imately $8.5 million, comparable 
to $49 million profits earned in 
the previous year. By the addi- 
tion of some $2.3 million other 
expenses, the total deficit rose to 
$10.8 million. Despite this poor 
showing, the company’s exceed- 
ingly strong treasury position 
enabled it to distribute more than 
$19.7 million to its anxious share- 
holders, and provided Federal 
thinking assumes a more con- 
structive attitude, the manage- 
ment foresees a chance for long 
range prosperity. 

Quite frankly, the Pennsyl- 
vania management blames unfair 
treatment by the Government for 
its dismal 1946 results, in mak- 
wage raises retroactive to Janu- 
ary first after unneeded delays in 
their establishment. A similar 
long delay in granting partially 
compensatory rate rises checked 
the inflow of revenues for most of 
the year, during a period when 
abnormal wage payments were 
streaming out of the till. Hence 
during a year of reconversion, 
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when gross income fell by $113 
million compared with the previ- 
ous year, the impact of exagger- 
ated outlays was severely felt. 
The company’s operating ratio 
rose to 90.7% against 83.7% in 
1945 and a desirable 70% limit. 


Although Pennsylvania’s main 
line trackage owned and popula- 
tion served differ only slightly 
from those of New York Central, 
in terms of tonnage and gross 
revenues, it ranks at the top of all 
railroads in the country. Because 
of its strategic location in the 
heart of the coal mining and steel 
producing areas, revenues from 
hauling mined or manufactured 
products normally account for a 
major share of totals. In fact 
20% of total freight revenues 
comes from hauling bituminous 
coal. With trunk lines tapping 
14 of the nation’s most important 
industrial centers, an unusual de- 
gree of traffic density is achieved 
for both freight and passengers. 
This factor has always given the 
experienced management an op- 
portunity to exercise above-aver- 
age good control over operating 
costs, as shown by its ability to 
earn more than its fixed charges 
during the worst depression years 
of the early 1930s. Efficiency is 
an asset of this strong road. 

Just why 1946 proved to be 
such a hard nut to crack can be 
visualized better by scanning a 
few figures. While gross income 
for last year amounted to about 
$866 million, operating expenses 
totaled $745 million, although 
taxes, interest and rentals ab- 
sorbed an additional $130 mil- 
lion. In showing a deficit at this 
point of around $8.5 million, 
the company really accomplished 
quite a feat by cutting operating 
expenses by $38.2 million com- 
pared with the previous year, in 
line with decreasing revenues. As 
wages and payroll taxes increased 
by more than $75 million during 
the year and material costs had 
soared, too, it is a wonder that 
this railroad made as good a 
showing as it did in 1946. 


Looking ahead in the current 
year and beyond, it should be en- 
tirely clear that Pennsylvania de- 
serves and must have better sup- 
port for its rate structure in or- 
der to break even and leave a fair 
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amount for its shareholders and 
to plow back in the shape of im- 
provements, for even with the 
most astute management there is 
a definite limit to which operating 
expenses can be cut. During the 
past eight years this road has re- 
duced its funded debt by $179.5 
million and by refunding opera- 
tions of $310 million has effected 
savings of over $100 million dur- 
ing the life of the bonds. Aside 
from net depreciated assets in the 
way of physical items, the com- 
pany has net current assets of 
approximately $108 million, and 
$728 million in stocks, bonds and 
notes. All said, the approximate- 
ly 13 million shares of outstand- 
ing stock have sound values be- 
hind them, and their relationship 
to funded debt is in conservative 
balance. In view of promising 
traffic potentials in 1947, a fair 
guess would be that this road will 
make a better showing than in 
1946, and that faith in a gradual 
restoration of normal earning 
power is well warranted. 
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(Continued from page 697) 
quired for the settling of inter- 
national balances in view of the 
unbalance in international trans- 
actions during the transition 
period. The world will need in 
particular to pay for its huge 
import trade balance with the 
United States, and the shipment 
of newly mined gold to this coun- 
try would create the badly need- 
ed dollars. Ultimately, however, 
the world should need less and 
not more gold in settling interna- 
tional accounts. In the first place, 
through the operations of the In- 
ternational Monetary Fund, gold 
should be used more effectively. 
Second, the return to a more nor- 
mal situation in which exports 
and imports of merchandise and 
services will be in a closer bal- 
ance, should also reduce the use 
of gold in the future. 

Little gold is now used for that 
function that used to be the most 
important: the basis of credit. 
Most of the countries, being on 
the managed or limited currency 
standard, divorced their credit 
structures from gold reserves a 
long time ago and have therefore 


little use for gold in internal 
payment or credit operations. 

The conclusion, then, is: gold 
has lost practically all its utility 
as a standard of value or the 
basis of credit. It is bound to 
lose a great deal of its utility as 
the means of settling internation- 
al balances with the return of 
more normal trading conditions. 
The war and the fear of inflation 
have really increased only one of 
its many functions: its utility as 
a store of value during the 
present stormy period. And of 
course the great expansion of 
purchasing power has increased 
its utility in arts and industries. 

The question is whether the 
price of gold should be raised and 
the entire international currency 
system thrown into a temporary 
chaos to please the hoarders and 
the speculators in gold. The 
answer is definitely no. Gold that 
has disappeared into hoards since 
the beginning of past war has al- 
ready reached a huge amount. 
Europe may hold between $5 and 
$6 billion of gold hidden away 
in safes, caves, and_ stockings. 
The East probably holds also a 
few billion. A part of this huge 
hoard is bound to reappear, once 
confidence returns. No one will 
want to hold gold if—given a 
reasonable security—funds can 
be invested to bring even a mod- 
est return. 





Today's Security Market 





(Continued from page 653) 
reached a record high last year. 
Altogether, 64 stock and _ five 
bond issues not previously repre- 
sented on the list were approved. 

One of the interesting results 
of the reform movement has been 
the greatly improved investment 
I.Q. of the public. The change 
for the better is evident in finan- 
cial publications, where far more 
emphasis is found on investment 
factors than  on_ speculative 
forces. In the daily press as well 
as in financial magazines, such as 


the MAGAZINE OF WALL 
STREET, discussions of cor- 


porate equities stress earnings 
and dividends rather than tech- 
nics of stock movements that 


formerly featured such publica- 
tions. Annual reports and special 
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CORPORATION OF AMERICA 
180 Madison Avenue, New York 16, N. Y. 
























HE Board of Directors has this day 
declared the following dividends: 


FIRST PREFERRED STOCK 
$4.75 SERIES 
The regular quarterly dividend tor 
the current quarter of $1.1834 per 
share, payable April 1, 1947 to 
holders of record at the close of busi- 
ness March 12, 1947. 


7% SECOND PREFERRED STOCK 
The regular quarterly dividend for 
the current quarter of $1.75 per share, 
payable April 1, 1947 to holders of 
record at the close of business March 
12, 1947 





COMMON STOCK 
25 cents per share, payable March 
31, 1947 to holders of record at the 
close of business March 12, 1947 


R. O. GILBERT 
Secretary 
February 27. 1947 








~~ poeuwu~ 

























| Beneficial 
| Industrial Loan 
| Corporation 
DIVIDEND NOTICE 
Dividends have been declared by 
the Board of Directors, as follows: 
CUMULATIVE PREFERRED STOCK 
$3.25 Dividend Series of 1946 
$.81!/, per share 


(for quarterly period ending 
March 31, 1947) 


COMMON STOCK 
$.30 per share 
Both dividends are payable March 
31, 1947 to stockholders of record 
at close of business March 15, 
1947. 


PuHiLip KaAPINAS 


March 3, 1947 Treasurer 




























ganas 


CANADA 
DRY 


DIVIDEND NOTICE 


The Board of Directors of Canada Dry 
Ginger Ale, Incorporated, at a meeting 
thereof held on Feb. 20, 1947 de- 
clared the regular quarterly dividend 
of $1.0625 per share on the $4.25 
Cumulative Preferred Stock and a div- 
idend of $0.15 per share on the Com- 
mon Stock; both payable Apr. 1, 1947 
to stockholders of record at the close 
of business on Mar. 14, 1947. Transfer 
books will not be closed. Checks will 
be mailed. 


Wo. J. WILLIAMS, 
V. Pres. & Secretary 


























Opportunities for Income 
and Price Appreciation 
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of the electric system or cash in 
the amount of $192 per share. 

The electric, or New Company 
comprises all the common stock of 
Arkansas Power & Light, Louisi- 
ana Power & Light, Mississippi 
Power & Light and 95.1% of the 
common stock of New Orleans 
Public Service, Inc. The area 
served has a combined population 
of over 2,500,000, and one or 
more services are rendered to 833 
communities. In 1945, 63.2% of 
operating revenue was derived 
from electric service, 16.5% from 
natural gas distribution and 
20.3% from transportation serv- 
ice. 

Under present market condi- 
tions, the plan for exchange into 
10 shares of United Gas common, 
9 shares of New Company common, 
part of each, or cash, must be held 
in abeyance, due principally to 
market conditions. When a new 
plan of exchange is offered, or the 
present one reoffered under more 
favorable market conditions, it 
should, of course, be studied, and 
the situation reappraised. It ap~ 
pears sufficient to note at this 
time that each subsidiary has 
further growth possibilities and 
that the $7 Cumulative Preferred, 
which returns a higher yield than 
the $6 stock, has appreciation 
possibilities represented by the 
attractive positionsof the under- 
lying companies. Meanwhile, the 
stock affords a satisfactory yield. 
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are paint and varnish, paper, 
perfume, food, linoleum, textiles, 
soaps, plastics, disinfectants, etc. 
Experiments are being conducted 
in the growing and processing of 
ramie, a remarkably strong tex~ 
tile fibre hitherto grown mostly 
in the Orient. 

Capitalization consists of 
414% cumulative preferred, 40,- 
000 shares outstanding and 621,- 
359 shares of common stock out- 
standing. 
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to $13,363,323, compared with 
$9,719,235 in 1945. 

Company is constructing a 
new plant at Oakdale, La. which 
is expected to increase total ca- 
pacity of naval stores production 
by about 50%. 

Dividend payments in 1946, 
including extra, totaled $1.60 per 
share. First quarterly 1947 divi- 
dend payment was increased to 
50 cents a share from 30 cents; 
a year ago the rate had been in- 
creased from 20 cents to 30 cents. 

With the greatly increased de- 
mand for company’s products, 
both here and abroad, outlook for 
1947 continues favorable. 





Characteristics of Today's 
Markets 
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announcements sent to stock- 
holders are more informative and 
are issued more frequently than 
in past years. 

Tightening of margin require- 
ments designed to check inflation- 
ary influences which seemed to be 
getting out of hand a few years 
ago proved one of the most hotly 
debated restrictions of many that 
have been imposed by govern- 
ment. Those favoring the curb 
on credit felt that the best in- 
terests of the market as well as of 
the investor were being served by 
preventing over-buying and a 
serious crash when every one tried 
to sell at once. Those who op- 
posed the measure contended that 
the all-cash plan intensified the 
market’s thinness and made more 
difficult orderly trading on reces- 
sions, for lack of free cash in 
margin accounts tended to limit 
potential buyers. In answer to 
this criticism, it was pointed out 
that ending of margins tended to 
reduce the necessity for liquida- 
tion and thereby moderated the 
threat of distressed selling. 

There is little question but 
that the margin regulations tend- 
ed to shrink trading volume. The 
smaller turnover in turn had an 
adverse effect on brokerage rev- 
enues and gave rise to agitation 
for an upward revision in com- 
missions. This development calls 
attention to the rise in costs of 
buying and selling stocks. In the 


Net sales for 1946 amounted 
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last ten years, for example, the 
fee for buying 100 shares of a 
stock selling at $50 a share has 

























How much does 


How would 


you answer : 


the telephone company 


earn ? 


We asked a number of people this question... 
“How much would you say the telephone com- 
pany makes (after all expenses and taxes) on 
the money invested in the business?” 


Twelve per cent said “6% or less.” 

Eleven per cent said “7% to 10%.” 

Twelve per cent said “15%, 20% or 25%.” 
Eight per cent said “30% or more.” 
Fifty-seven per cent had no opinion. 


The actual figure is far less than many people 
think. Even with telephone calls at a record 
peak, Bell System earnings on the money in- 
vested in the business have averaged only a 
shade over 514% for the last five years — in- 
cluding the war years. And that’s not enough 


ng & & advanced 66 per cent from $15 
re. to $25. 
reo The effect of the ban last year 
on new margin accounts and the 
1946, | gradual liquidation of debit bal- 
0 per / ances that closed out margin ac- 
diyj- — counts may be seen in the very 
»d to | sharp decline in open accounts 
ents; [| carried by members of the New 
n in- York Stock Exchange. The fig- 
ents, — ures as of December 31, 1946, 
d de- —[} showed only 56,131 open margin 
lucts, | accounts in 297 member firms. 
k for — Six months earlier the survey 
| showed 287 firms were carrying 
____ §— _ 74,265 open accounts. This total 
seal represented a shrinkage of almost 
ys 50 per cent in a year, for on June 
80, 1945, 282 exchange firms 
~_ | then were carrying 137,752 open 
D) margin accounts. Figures are un- 
lai available for the years of great 
ied speculation in the 1920’s, but the 
ia record shows that as of Novem- 
ber 30, 1938, a year after the 
siti serious 1937 collapse, member 
mag firms were carying open margin 
ee accounts numbering 356,504. It 
lan would seem reasonable, therefore, 
able to think that in 1929 there must 
that have been at least a million in- 
neil dividual margin accounts. The 
ert number now has been whittled to 
ee less than 6 per cent of the former 
oa peak—perhaps even lower. 
1 by Reduced volume of transac- 
A tions and limitations of activities 
ried of exchange members have found 
op- reflection in prices of New York 
that Stock Exchange seats. This is 


the only natural, in view of the fact 


nore that the prices of memberships 
ces- tend to fluctuate in accordance 
1 in with potential return on _ the 
imit amount of the investment. Re- 
» to strictions imposed on floor trad- 
out ing in the last few years have 
d to added to the miseries of members 
ida- already hampered by increased 
the living costs and high taxes. The 


price of seats ranged as high as 
but $97,000 last year and as low as 


nd- $61,000. These quotations com- 
The pare with the high of $625,000 
| an before February, 1929, and prior 
rev- to the time that “rights” were 
tion issued to buy new seats when the 
om- size of the membership was en- 
-alls larged. The highest price “ex- 
; of rights” was $495,000. The low- 
the est level reached in the subse- 
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to insure good telephone service. 
We thought you might like to know in case 
you have been wondering about telephone 


earnings. 


BELL TELEPHONE SYSTEM 





quent decline was $17,000 in 
1942. Such a low evaluation had 
not been seen previously since 
1897, when a seat commanded as 
little as $15,500. In the 1920's a 
membership never fell below $76,- 
000. 

Not all the differences between 
today’s market and those of the 
“cood old days” should be at- 
tributed to taxes and reform 
measures, however, for there 
seems little doubt but that indif- 
ference to stocks may be traced 








in part to the prolonged political 
and economic uncertainties in 
other parts of the world which 
have a retarding influence on 
domestic activities. Many inves- 
tors who feel they must make 
commitments on a_ six-months 
basis at a minimum hesitate to 
make changes under present con- 
ditions. They prefer to hold cash 
or tax exempt bonds, perhaps, as 
well as seasoned stocks which they 
intend to hold for considerable 
periods as a source of income. 
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HOLDING 
WRONG STOCKS? 


Don’t sit tight—it may be 
costly! Right now, check 
with Babson’s. 
tach list of 7 of your secur 
ities to this ad and mail t> 
us. We'll tell you if clients 
have been advised to Hold 
or Switch them. No cost or 
obligation. Write Dept.— 
M-49 


BABSON’S REPORTS 


Wellesley Hills 82, Mass. 


Simply at- 








WARD BAKING COMPANY 
* DIVIDENDS « 


The Board of Directors has declared 
the quarterly dividend of $1.37. a 
share on Preferred Stock and a divi- 
dend of 15 cents a share on the Com- 
mon Stock both payable April 1, 1947 
to holders of record March 18, 1947. 
L. T. MELLY, 


E Treasurer 
475 Fifth Avenue 
New York 17, N. Y¥. 
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In connection with foreign af- 
fairs, it is interesting to observe 
that non-resident aliens have par- 
ticipated in American markets to 
a considerable extent in recent 
years and have fared well because 
they have not been subject to the 
heavy capital gains burdens that 
residents must shoulder. Accord- 
ingly, Canadian and our neigh- 
bors to the South have not been 
hampered by the heavy tax levy 
on profits that has kept wealthy 
Americans from speculating. 

The encouraging side of the 
market’s uplift is its obviously 
sounder basis. Although oppor- 
tunities for fabulous profits un- 
doubtedly have been reduced, 
there is little question but that 
securities offered to the public 
have greater intrinsic worth, on 
the average, than a generation or 
two ago. 





Assaying Industrial 
Prospects for California 
and Mountain States 
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Burbank; Douglas Aircraft at 
Santa Monica; North American 
at Inglewood; and Northrop 
Aircraft at Hawthorne. 

Motion picture production, 
centered almost from its begin- 
ning in Southern California, and 
following a record-breaking year 
in 1946 in gross revenues and net 
income, recently tapered off con- 
siderably due to the extended 
studio strikes, the rising costs of 
production, and some slackening 
in national movie theatre receipts. 
Among the more important com- 
panies are Loew’s, Warner Bros., 
Paramount Pictures, Twentieth 
Century Fox, Columbia Pictures, 
and Walt Disney. 


Railroads that are benefiting 
from the industrial growth of the 
Pacific Southwest include the 
Atchison, Southern Pacific, 
Union Pacific, Denver & Rio 
Grande. The same is true of the 
Airlines—United, T.W.A., Amer- 
ican, and Continental, and of 
such other branches of transpor- 
tation as Greyhound Corp., Yel- 
low Cab, American Hawaiian 
Steamship, and American Presi- 
dent Lines, although shipping is 
still held back by labor disputes 
and is awaiting waterfront peace. 

Public utilities in the Pacific 
Southwest have had an excellent 
growth record, which they expect 
to continue. 

Leading utilities include 
Southern California Edison, Pa- 
cific Lighting, Pacific Telephone 
& Telegraph (AT&T), Utah 
Power and Pacific Gas & Electric. 

Reflecting expanding develop- 
ments in agriculture, mining, in- 
dustry, transportation and pub- 
lic utilities briefly reviewed above. 
national income in the Pacific 
Southwest had an expansion of 
132% in the years 1940-45, 
compared with 101% for the 
total U. S. Per capita income in 
1945 was $1,366, compared with 
a national average of $1,150, as 
shown by the following table: 
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WARTIME CHANGES IN NATIONAL 
INCOME OF THE PACIFIC 
SOUTHWESTERN STATES 








1945 Natl. Per Cent 1945 Per 
Income Change Capita 
(Millions) 1940-45 Income 
BtiGORe os 54 ss $ 581 +145 $ 918 
California ...... 13,124 +134 1,480 
COMERS vicncine 1,238 +127 1,100 
PUOUGED. onieis's ss s-0 196 +113 1,243 
New Mexico ... 431 +127 812 
Ve ae 641 +142 1,023 
Total, P.S:W.... 16,211 +132 1,366 
Total, U.S. ... 152;704 +101 1,150 
P.S.W. % to 
Total U.S. 10.6% 


Accompanying this high level f 
of national income, retail trade Ff 
in the Pacific Southwest has been Ff 


maintained at practically the 
wartime peak. 

Most of the large national 
chain store and mail order organ- 


izations have important branches f 


here. 
Not to be overlooked are many 


large banking and _ investment f 


companies in this region, includ- 
ing two of the nation’s 16 “bil- 
lion dollar banks” measured by 
total assets at the year-end— 
Bank of America at San Fran- 
cisco, and Security-First Nation- 
al Bank at Los Angeles. 

California is the No. 1 auto- 
mobile market of the U. S. The 
Ford Motor Co. recently an- 
nounced plans for expanding 
greatly its assembly plants here. 

In concluding this review, at- 
tention should be called to the 
numerous public stock offerings 
in the investment market of com- 
panies in the Pacific Southwest 
which have grown rapidly and 
need more capital. Some of these 
are listed on page 659. 

During the last two years 
some 29 companies in this region, 
having a sales volume ranging 
from $2 million to over $30 mil- 
lion, have been made available to 
investors, as shown by the accom- 
panying list. This is submitted 
not as a definite recommendation 
to purchase, but as meriting in- 
vestigation by those investors 
who are on the lookout for 
“erowth companies” to include in 
their portfolios, in order that 
they may have some share in the 
prosperity taking place in the 
more progressive regions and in 
the newer industries. 

Developments in this section 
are attracting the attention of in- 
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| given which you can apply to 
| your independent holdings and 
| to our recommendations. 


icluded ... 


tions of Major . 




















Investment Program 
-Provided by THE FORECAST 








4 POINT yore 


Tr id 
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' In this decisive market phase when the investment 
}action you take is vital to preserving and building capi- 
‘tal and income . 
| ForECAST just as you would consult your lawyer, doctor, 
‘architect, etc. for professional advice. FORECAST SERVICE 
' will provide you with the essentials you need in con- 
| ducting a sound investment program. 


| 1, When to Buy and When fo Sell 


. . we suggest that you turn to THE 


Our weekly market forecast . . . with chart of daily 


| action ... projects the trends and basic forces at work. 


Definite market advice is then 


3. Programs Fitted to Your Needs 


Securities selected are carried under our continuous 
supervision in specialized programs suited to your capi- 
tal, wishes and objectives. There are two programs for 
the Short Term: (a) Dynamic Special Situations and 


(b) Low-Priced Opportunities; also two programs for 
the Longer Term: (c) Investment Recommendations 


for Income and Profit; (d) Low-Priced Situations for 


Capital Building. Each program comprises a fixed num- 


ber of securities and it is our aim to have you contract or 
expand your position as we anticipate pronounced mar- 


ket weakness or strength. 








In- 
with graphs .. . 
are Dow Theory Interpreta- 
. . Intermedi- 
ate. . . and Minor Trends. 
These supplement our exclu- 
sive barometer of the shifting 
in our 100 Low-Priced 


Our 


sp uranre’ 
to you of satisfactory 
service is based on... 


—Our 2000% growth in clientele since the 
new lower priced Forecast was announced 
over four years ago; 

—Our staff and facilities; 


4. Continuous Consultation 


You are welcome to consult us 
... by mail or by wire... on 
securities in which you are in- 
terested . . . as many as 12 at 
a time ... to place and main- 
tain your portfolio on a sound 
basis. We will advise you what 


gap —Our outstanding record . . . consistently : 
Stocks vs. 100 High - Priced better than the market; to hold . . . switch . . . or close 
Stocks and other technical —Our more than 29 years experience; out. 


tools so useful in gauging the 
market. 








—Our high renewal percentage. We want to 
serve you so you will make The Forecast a 
permanent part of your investment program. 





A Plus Service . . . These con- 


| ; nis 
sultation privileges alone can 








2. Definite Advices of Intrin- 





sically Sound Issues 


All recommendations must 

meet our rigid evaluating factors in regard to: (a) In- 
dustrial Position and Potentials; (b) Financial 
Strength; (c) Proven Earning Power; (d) Good Yields 
Amply Supported by Earnings. Of course, special situa- 
tions are advised with emphasis chiefly on price appre- 
ciation. Technical as well as fundamental factors are 
carefully considered as it is our steadfast policy to have 
you strategically time your commitments. This overall 
analysis is fully applied to all selections . . . bonds 
and preferreds as well as common stocks. 


be worth hundreds and thous- 
ands of dollars to you in concentrating in profit lead- 
ers ... in stable investment situations . . . in avoiding 
laggards . . . in keeping your position adjusted to the 
market’s outlook. It will also counsel you in taking 
advantage of tax savings as available, 


Enroll NOW to receive Our 4-Point Investment Pro- 
gram especially geared to today’s markets. At this time 
also, you will have the advantage of our Special Offer 
of Free Service to April 15, 1947. So we suggest that 
you mail your enrollment today using the convenient 
coupon below. 








FREE SERVICE TO APRIL 15, 1947 








bended 
Special Off! 


MONTHS' 


SERVICE 900 


I enclose 


Air Mail: 2 
fascia Delivery: O 


$7.00 one year. 
MONTHS’ DN eritcncnduncest 
12 SERVICE 970 
POGECES: . 6s cient wccse 
Complete service will start at 
once but date from April 15. City... essere eeeeee 


Subscriptions to The Forecast 


THE INVESTMENT AND BUSINESS FORECAST 

of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 
CJ $50 for 6 months’ subscription; 
(Service to start at once but date from April 15, 1947) 


$1.00 six months; OD 
one year in U. S. and Canada. 
$3.50 six months; 


CO eee eee OTSA H EEE HEHEHE HEHEHE HEHEHE EEHEEEHHEHSEHEEHEH HEED EEEH FETED 


CeCe meee eres eee e eee SESH S SHEESH EEES EE EH HEEFT OEE HEHEHE HEHE EOS 


Your subscription shall mot be assigned ast 


(1 $75 for a year’s subscription. 


SPECIAL MAIL SERVICE ON BULLETINS 

$2.00 (J Telegraph me collect in anticipation of 
important market turning points . . . 
when to buy and when to sell. 


List up to 12 of your securities fer omv 
initial analytical and advisory report. 





any time thout your 


are deductible for tax purposes. 
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THIS 24-PAGE STUDY is perhaps 
the most important analysis of the 
future of investments in our time. 


If you own stocks, or plan to be active in 


the market during 1947. . . if you wish to 
place your funds in stocks that offer the 
brightest opportunities for income and 
price appreciation. . . do not fail to read 
this important study, which gives definite 
market opinions and discusses the outlook 

for all important industries and lists 120 

stocks that are outstandingly attractive. 

Look at what you're going to get: 

e 85 Stocks. A Master List of recom- 
mended issues—for every class 
of investor 

e 20 Low-Cost Stocks, grouped as to 
quality 

e 30 Bonds and Preferred Stocks 


e170 Companies Likely To Earn 
Bigger Dividends 


0192 Companies Likely To Earn Sub- 
stantially More This Year. 


Nothing has been left to chance. As far 
back as the early stages of the war we be- 
gan our study of the post-war national 
economy. . . we made thousands of field 
studies... 'this study brings you a de- 
tailed discussion of the outlook for general 
business. . . it appraises the future of in- 
dustrial production, national income, farm 
income, prices and labor. . . discusses the 
prospects for major legislation affecting 
labor and business. If you're concerned in 
any way with the business future, don’t 
fail to read this report and get ready for 
the ‘“‘REAL INVESTMENT OPPOR- 
TUNITIES AHEAD!” 

This important study comes close to being 
the complete investor’s guide to the in- 
vestment opportunities ahead in the 
coming twelve months. Certainly nothing 
like it is elsewhere available. 


Tear off and mail this ad with your 
name and address and $1, and we will 
send you this important 24-page study. 

t no extra cost, we will also send you 
the next three issues of THE OUT- 
LOOK, a weekly service for investors. 


A-423-180 


Standard & Poor’s Corporation 


345 Hudson Street, New York 14, N.Y. 














Investors— 


SAVE TIME AND MONEY 
by using 


THE HANDY RECORD BOOK 


for Investors and Traders 


ONLY $1 enables you to keep your 
financial facts up to date this easy, mod- 
ern way. THE HANDY RECORD 
BOOK saves you time and money by 
showing at a glance your holdings and 
their cost, transfer taxes paid, net long- 
and short-term gains and losses . . . m- 
valuable for income tax purposes. 


Send $1 for your copy today 
HANDY RECORD BOOK CO. 


656 Broadway, New York 12, N. Y. 
(Or at Leading Stationers) 














Assaying Industrial 
Prospects for California 
and Mountain States 





(Continued from page 702) 


vestors not only throughout this 
country but abroad, as illustrated 
by a glowing article that ap- 
peared recently in the London 
Economist and, after referring to 
the earlier predictions of post- 
war industrial collapse in Cali- 
fornia, declared, “Now, more 
than a year after the Japanese 
capitulation, it is apparen that 
the prophets were wrong. Far 
from collapse, the flamboyant 
state seems headed for greater- 
than-ever prosperity.” 

Finally, Los Angeles expects 
soon to become the No. 1 conven- 
tion city of the world. It has just 
started a $40 million civic and 
cultural project with construc- 
tion of a 30,000-seat auditorium 
in the heart of the city, and an 
opera house nearby seating 6,000 
and envisoned as the “second 
home” of the Metropolitan Opera 
Company. 





What to Do In This Market 





(Continued from page 651) 


Republican Congress will go for. 
We suspect there will be a worri- 
some foreign “situation”—but no 
war any time soon — long after 
Mr. Truman has said whatever he 
is going to say publicly this week, 
and long after the Moscow con- 
ference is over and that the 
stock market will have to get used 
to it. 

We lean to a tentative idea, not 
yet adequately tested, that this is 
not a market of great movement 
either way. If so, the highs and 
lows of 1946—roughly 213 and 
163 in the industrial average — 
might stand for months to come, 
putting a special premium on 
selectivity and timing of inter- 
mediate swings. For the present 
we would defer general buying, 
nor would we sell good stocks if 
cash reserves are reasonably con- 
servative-—Monday, March 10. 
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[MY CRITICS 


THE COMING NEW PLUNGE 


In Digest 181 Major Angas an- 
swers his bullish opponents who, be- 
cause the market has been staging 
a normal Intermediate rally, believe 
him wrong, and attack his bearish 
=e in Digest 180, ‘‘Tottering Mar- 

ee” 


The author, however, brilliantly 
analyzes the many facets—both bull 
and bear—of the market outlook, and 
having dug beneath the surface finds 
many unsuspected ‘‘weeds’’ germi- 
nating. It is on the basis of their 
prospective destructive effect that 


Major Angas remains an adamant 
bear. 
His critics will probably reverse 


their bullish attitude upon reading 
these remarkable essays: 
Dig. 180, ‘“Tottering Market’’? 
Dig. 181, ‘‘My Critics’ 5$2 O 
Cash—Return advt. 
Or, free with a regular subscription. 


Subscription 
Digests ....l yr. $250 3 mos. $ 8) 
Wires ..... Lyr. $257) 3 mos. $10() 


Issued as market conditions warrant. 
40% OFF ona ““Combined’’ Annual 
Digest-and-Wire subscription. 


Only $30(, instead of $50. 


It is Major Angas’ belief that we are 
in a Cyclical bear market, and near 
the tail-end of the first Intermediate 
rally therein. He now fears an early 
new plunge in stocks. M-315 


MAJOR ANGAS 


570 Lexington Ave. 





New York 22, N.Y. 
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Whats Ahead for 
UTILITY 
STOCKS? 


TILITY earnings are increas- 
ing far more rapidly than had 
been generally expected. 1946 
statements of the first 17 leading 
companies to report revealed an 
average increase of 44°% in com- 
mon share profits over 1945. What 
this strong uptrend may mean to 
the stocks of Utility holding and 
operating companies is outlined in 
a two-page feature article in the 
current UNITED Report. 
7 UNDERVALUED STOCKS 
In this Report UNITED presents 4 
high-grade issues for income, yielding 
around 41% to 5%, and 3 holding company 


stocks for appreciation that could register 
sizeable percentage gains. 


For a copy of this valuable Report 


Send for Bulletin MW-84 FREE! 
UNITED BUSINESS SERVICE 


210 Newbury St. ~ r Boston 16, Mass. 
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STOCK MARKETS AND BUSINESS 
RANGES OF INOUSTRIAL STOCK 





















































INVEST AND TRADE WITH THE TREND 


Aside from the acalemic question of a Bull or 
Bear Market, our clients follow the prevailing 
trend until the T7ME point has been reached, ac- 
cording to our studies, for optimistic or pessimis- 
tic mass psychology to exhaust itself. During the 
course of an average year, there are three or more 
Secondary waves of 10 to 20 or more points which 
can do more to enhance one’s capital than all dis- 
cussions of Primary trends could posibly effect. 


CYCLES TRUE FORECASTING FACTORS 


To profit from such market swings as mentioned 
above, we believe that our Cycle studies represent 
the really modern aid. While not perfect the 
Cycle continue to show with remarkable accuracy 
alternate waves of optimism and pessimism which 
effect security prices. Technical and fundamental 
stulies on the other hand attempt to show what 
may occur later as a result of what already has 
taken place. In forecasts based solely upon the 
latter little mention is made of the greatest factor 
of all—TIME! 


STOCK TREND'S CYCLE RESEARCH 


Over a decade ago, H. H. Van Loan, the founder 
of this Service, began his research in the probable 
fausative factors behind the oscillations or waves 
in business and stock prices and in 1939 Robert 
D. Edwards, Scientist and Teacher, whose studies 
had ranged from weather cycles to cyclical phe- 
nomena in the economic field, joined Stock Trend 
Service. He is now Director of Cyclical Research 
for this organization. 


We say “causative factors’ because we are 
convinced that things ‘‘don’t just happen.’”’ Why, 
for example, for no visible reason do stock prices 
advance or slump on a certain day, or a certain 
week or month? How do you account for the 
fact that, even without important news, buying or 
selling will suddenly come into the market from 
all over the country—even the most remote sec- 
tions—at a certain hour and in some instances 
within the time span of 15 to 20 minutes? 


Why should mass psychology have been bearish 
or cautious in January, 1947, when records show 
that, with few exceptions in both Bull and Bear 
Markets over several decades, it has been tradi- 
tional for stock prices to rise during the first 
month? Nor is this apparently strange behavior 
confined to the stock market. It pervades all 
phases of busines activity, including consumer 
buying habits. 


To find out why such things occur, this Service, 
colleges and financial institutions have spent hun- 
dreds of thousands of dollars in Cyclical research. 
Only in recent years, however, have the Cycle 
studies been so broadly acclaimed, with a leading 
national magazine giving several pages to them 
for public consumption last October. 
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is striking indeed—especially in view o ‘ 
formity of the two in each of the last three depressions. 


Industrials which was labeled a test of last Fall’s 
Volume remained comparatively small and a new up-thrust 
cleared preceding tops. This signal accompanied by expand- 
ing volume, was considered by many as a strong indication 
of a new primary Bull Market, 


|__ COMPARED WITH BUSINESS ACTIVIT 
APR 0 0 0 hae ~ 
1946- ; 
sanieaT] Qh? 
M 0/0/p/0)9 
Oy IND STOCKS: 
July 
1937-| [] 0 
JUNE 1938 TH 
{| 0-3 IND STOCKS 
[\a l 
N js 
aa Reese actor, 
JuLy 1930 ——- 
™ 
Ks, 
Nes - MI 
(2) 
| fle-s IND STOCK. ~ 
ocr. USin 
acer iezo 0 0 2s | er wala 
"i010 Ble Dleh (3) Then 
O-J IND STOCKS| e 
wont 
CHART "'A"' 


NEW BULL MARKET DESPITE DROP? 


That the Bear market which began late last Spring ended in October to score a record of one of the shortest Pri- 
mary down-swings in the history of the New York Stock Exchange is the rapidly growing belief among astute and 
The tangible reasons behind these constructive views are: 


(1) The slump of some 52 points (basis the Dow Indus- 
trial Average) reflected a belief among large-scale inves- 
tors and institutions that an economic depression or at 
least a substantial recession in business was under way. 
But eight months after last May’s top—trade statistics of 
the Federal Reserve Board fail to show even a “recession’”’. 
Chart “A”, reproduced through the courtesy of the Cleve- 
land Trust Co., clearly shows how the widely advertised 
so-called depression differs from those of 1919-20, 
and 1937. In fact, the graph reveals the fact that no busi- 
ness depression (see solid line) has occurred between May, 


1929 


1946, and January, 1947. 


The disparity between the business curve and stock prices 


f the close con- 


Those taking a bullish perspective consider the pro- 
tracted area of re-accumulation as indicative of a careful 
appraisal of the economic and political scenes months ahead. 
Settlement of the coal strike in December sparked the pent- 
up energy of this relatively compact formation and a defi- 
nite break-out from that base occurred. 


Rails and 
lows. 


followed a correction in the Dow 


Ideal Combination—Cycles and Technics 


From our wide experience we have found that 
about the ideal combination for investors and 
traders is to base their operations on the Cycle 
factors combined with past, present or anticipated 
technical developments within the market struc- 
ture itself. 

Chart “B” is a reproduction of our Cycle fore- 
casts, for a certain month quite near at hand. 
Are you going to own stocks when that slump hits 
the market? Or will you be “‘sort’”’ of the mar- 
ket for a potential profit of many, many points? 
Even more important, will you be prepared for 
the great buy spot Cyclically indicated to follow 
that decline almost immediately? 


One of the dominant advantages of the Cycles is 
to enable you to plan your market operations or 
your business months ahead. Except for the 
more exhausting computations involved, it is no 
more difficult to forecast the great Bear market 
and panic of 1949-52 than to project the Cycles 
for March or April, 1947. 


OWN ANY OF THESE 287 STOCKS? 
Price objectives on 287 stocks (about 25% of all 
active N.Y.S.E. issues) will be sent as an added 
feature of the offer contained herein. 


Armour, General Motors, N. Y. Central, 
Sunray Oil, Schenley, Warner Bros., 
Bethlehem Steel and Chrysler. 


Comprehensive technical analyses of the above 
eight active and widely held issues giving timely 
support and resistance levels as well as antici- 
pated top and bottomsde price objectives on each 
equity will be incluaed in order for a trial or 
regular term subscription. Timely analyses of 
other key stocks are also in preparation. 


HOW FAR AHEAD IS 
THIS DOWNTREND? 


Will YOU be out of 
the market when 
this happens? 


exes Broad Cyclical 
Waves 





} ---- Minor Trend 
= Cycles 
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IMPORTANT KEY 
DATES IMPEND 


March and April are two very important months 
insofar as our Cycles are concerned and it may 
pay you well to know the significance, for ex- 
ample, of the March 18-20th Key Dates. Even 
more important still is the time zone of April 25-28. 
No investor or trader should be without advance 
knowledge of the trend. significance of these Key 
Pe riods. 


Ten Stocks for Outstanding Profits 
During coming weeks we will release a list of 
10 issues which our staff believes will show the 
greatest profit in the anticipated sharp move cycli- 
cally indicated soon to occur. 


SUBSCRIBE NOW 


The form printed hereon enables you to 
become a regular subscriber to our twice- 
weekly, four-page bulletin for three 
months at $35, six months at $55 (you 
get 2 weeks’ extra service free) or one 
year at $100 (the latter gives you one 
month’s service free—making 13 months 
in all). OR 

To new readers only we will send a trial sub- 

scription covering: 

(1) Bulletins of March 11, 14, 18, 21, 25, and 28 
(advices on stock and commodities, long-term 
investment recommendations, general market 
studies. Dow Theory Analyses and Cyclical 
Forecasts) plus, 


(2) Cycle forecasts for March and April (the 
latter will appear in our Bulletin of March 
28) showing probable trend after Key Dates 
plus, 

(3) Technical comment on 287 stocks, plus, 

(4) Comprehensive technical analysis of Armour, 
General Motors, N. Y. Central, Schenley, 
Sunray Oil and Warner Bros., Bethlehem 
Steel, Chrysler, and 

(5) A “Study of the Twelve Bear Markets Since 


1899 and Their Implications’, 


ALL FOR ONLY $2 [] 


STOCK TREND SERVICE 


Division M-315 


SPRINGFIELD, MASSACHUSETTS 


for rn a eee ee ee ee ee an cee 
: t 
STOCK TREND SERVICE, Springfield, Mass. ' 
Ris are acn 4 1 
! GENTLEMEN: Send me your special $2 offer.........ccccccccccevecs O 1 
| Enter my subscription for three months at $35............eecceeeeeees C] | 
' —for one year at $100 (including one month’s extra service free) O : 
—for six months at $55 (including 2 weeks’ extra service free)... CJ ' 
I 
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{| M-315 I am enclosing check or money order in the amount of $............6- os é 
, Check here if you desire information on our FUND MANAGEMENT SERVICE, designed for | 
I individuals with capital of $25,000 and up, and institutions with capital of $200,000 and up. 1 
{ This personalized service is under the direction of Lt. Col. Harolde L. Searles....... : 
U 
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The Board of Directors has 
declared a regular quarterly 
dividend of 50c a share on 


March 1, 1947. 





Beatrice Foods Co, 
DIVIDEND NOTICE 


the Common Stock, payable 
April 1, 1947, to stockholders 
of record March 18, 1947. 


C. H. Haskell, President 





























MINERALS & CHEMICAL 
CORPORATION 


General Offices 
20 North Wacker Drive, Chicago 
* 


Dividends were declared by the 
Board of Directors on 
February 27, 1947, as follows: 


4% Cumulative Preferred Stock 
20th Consecutive Regular 
Quarterly Dividend of One Dollar 
($1.00) per share. 


$5.00 Par Value Common Stock 

Regular Quarterly Dividend 

Forty Cents (40c) per share. 
Both dividends are payable March 
28, 1947 to stockholders of record 
at the close of business March 14, 
1947. 

Checks will be mailed. 


Robert P. Resch 
Vice President and Treasurer 


* 


Miring and Manufacturing 
Phosphate ¢ Potash ¢ Fertilizer e Chemicals 











B. T. BABBITT, INC. 


The Board of Directors of B. T. 
Babbitt, Inc. has declared a regular 
quarterly dividend of 30c per share 
on the Common Stock of the Com- 
pany, payable on April 1, 1947 to 
stockholders of record at the close 
of business on March 10, 1947. 
JOHN E. SAMMOND, Trecsurer. 


February 28, 1947 














LOEW’S INCORPORATED 


“THEATRES EVERYWHERE”’ 
February 21, 1947 
THE Board of Directors on February 
19th, 1947 declared a quarterly divi- 
dend of 37%c per share on the outstand- 
ing Common Stock of the Company, pay- 
able on the 31st day of March, 1947 to 
stockholders of record at the close of busi- 
ness on the 11th day of March, 1947. 

Checks will be mailed. 

CHARLES C. MOSKOWITZ, 
Vice President ¥ Treasurer 











As I See It! 





(Continued from page 649) 


in Europe and Asia—who by the 
use of her smooth running and co- 
ordinated 5th columns established 
throughout the world, can bring 
pressure and influence decisions. 

Lack of statesmanship in our 
country has already produced 
great grief. We muffed the 
Chinese situation because of our 
unwillingness to carry out the 
program necessary to establish a 
free China. Although to do so 
strengthened the hand of Russia 
in a part of the world that is of 
the greatest importance to us. 
And now, unless the Chinese fac- 
tions will unite to insure the sov- 
ereignty of their country, Russia 
is bound to become the dominant 
power in that part of the world. 
Possibly even before 1948. The 
same is true of Korea. 

A situation equally as danger- 
ous is evident in the Neast East. 
At a word from Moscow the 
Kurdish Tribes are ready to re- 
volt and overrun Iran cutting off 
the great network of pipe lines 
from the oil fields of Iraq and 
Iran running to the Mediter- 
ranean. In fact, it is in the cards 
for Russia to present a fait ac- 
compli of some kind during the 
Moscow conference because of its 
demoralizing psychological effects 
on the discussions. 

The time has come when we can 
no longer afford to risk mistakes 
in dealing with the Soviets. In 
fact, we must minimize and cor- 
rect weaknesses in agreements 
made under pressure like the 
Italian Treaty. The ratification of 
this treaty should be postponed 
until the entire situation in the 


THE MAGAZINE OF WALL STREET 






Middle Kast has been cleared up, 
as the provisions that call for the 
dismantling of fortifications and 
naval sites on the Adriatic side of 
the Mediterranean, and the with- 
drawal of our troops ninety days 
after, is extremely dangerous 9 
long as we permit the entire 
Adriatic coast of Yugoslavia and 
Albania to be heavily fortifiedB + ir 
and possessing important air§imn 
bases which dominate the south-Bihat 
ern Italian Peninsula. § close 

In the north Russia has estab-f In 
lished herself in Vienna and isfwe ¢ 
strategically situated to coordi-feven' 
nate any aggressive moves fromfour 
Yugoslavia. The survival offsian 
Greece, the last tiny outpost off resu! 
the western powers in the Balk-f whic 
ans, depends on our willingness § turn 
to support and back up the Brit-f way 
ish effort there. For unless wef thro 
do, Turkey will be next on the port 
Russian agenda. For, if the§ cour 
plans go her way, we are likely f app’ 
to hear more of the demands by § ger 
the Russian Armenian Republic f the 
for the Turkish provinces off T 
Kars and Ardahan, which would § hon 
open the way to Tripolitania and § mak 
Egypt. too 

From our experience with Rus- 
sia since the fall of Germany, we 
know that appeasement has led us 
to this pass. There is no possibili- } — 
ty of a reconciliation of our, ( 
ideas and goals. The differences— ‘J 
are fundamental and Russia is § of ; 
unwilling to make any compro- Ff and 
mise whatever, as the Soviets be- tan 
lieve that our form of individual pre 
freedom is dangerous to their § oth 
existence. We can convince them pre 
only by a great show of military f cen 
strength and the willingness to § eon 
spend the money necessary to f to 
back up our convictions, carried § an¢ 
on with statesmanship and de- cep 
cision. 


situat 
he b 
up 4 
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oblig 
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That the Russians are pre- J pla 
pared to “give us the works” at § lik 
the conference was clearly seen in | mo! 
the way they set the stage by the J res 
inadequate reception they gave | tes 
both Mr. Bevin and Secretary § hay 
Marshall. It was the oriental way | pe: 
of telling the world that they con- } pa 
sidered these two nations were | ing 
weak and impotent as far as they J tu 
are concerned. We must, there- § cre 
fore, give them the surprise of ] tio 
their lives and place Mr. Mar- 
shall in the position to handle the | wh 








ared up, situation realistically, certain in 
| for thelthe belief that he will be backed 
ons andi») and supported by the Con- 
c side of oress of the United States. For 
he with- unless we do that, we will be 
ty days obliged to retire to this hemi- 
Prous sof phere and even then our position 
> entire yi] not be secure because the 
ia and Americas are thick with commun- 
fortified ft intriguers. With the 5th col- 






















int airB umn activities becoming so strong 
> south-Bihat the little island of Cuba, so 






close, is already a danger spot. 
In fact, it is clear that even if 
we give way to Russia we will 





s estab- 
and js 





coordi-feventually have to fight her for 
°s fromBour very existence. Besides, Rus- 
val offsian rule generally is bound to 
post offresult in wars and_ revolutions, 
> Balk-Bwhich would keep the world in 
ingnessf turmoil for generations. The only 
e Brit-Fway to peace, therefore, is 
less wefthrough strong leadership sup- 
on thef ported fully by the people of the 
if theBcountry, who should be fully 
- likely Bapprised of their personal dan- 
nds byfger by facts clearly presented in 
public f the daily press of our country. 
ces off This is the way to peace with 
would f honor and freedom—but we must 


ia and— make it possible now before it is 


too late. 








h Rus- 
ny, we Realistic Survey of 
led us The Aircrafts 
ssibili- 
f ourf (Continued from page 674) 
rencesf— The three main classifications 
S1a 18 Fof sales are military, commercial 
mpro- fand private. The major impor- 
ts be- F tance of military business may be 
vidual present for some years as the two 
their f other divisions combined are at 
them present less than twenty-five per 
litary | cent of the aggregate. However, 
ss to F commercial sales have been shown 
ry tof to be in a strong upward trend 
urried J and private plane sales have ex- 
A de- ceptional long-term possibilities. 
Development of the personal 
pre- J plane business may be somewhat 
s” at J like the early years of the auto- 
en in f mobile industry when competition 
y the resulted in the survival of the fit- 
gave F test. Although no consolidations 
etary J have been announced as_ the 
l way | peacetime business feels growing 
/con- f pains. Three companies specializ- 
were J ing in personal plane manufac- 
they J ture, Culver, Kellet and Taylor- 
here- J craft have sought reorganiza- 
e of Ff tions. 
Mar- One of the largest markets 
e the | which has opened up so far, in 
will addition to the export market, is 
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that of the “flying farmer” who 
has found a light airplane ex- 
tremely useful. 


Personal aircraft will auto- 
matically increase in utility as 
more airports are built, and the 
promotion of more fields could be 
listed as one of the greatest needs 
for increased aircraft sales. An- 
other feature that is important 
to extend sales is lowering of sell- 
ing prices, particularly for the 
4-5 place airplanes which are un- 
derstood to be priced out of reach 
of the average pocketbook. 

The foreign demand, based 
upon experience before the war 
should continue to constitute a 
good portion of the industry’s 
total ‘business. 

Jet propulsion on large com- 
mercial aircraft is many years 
away because of its present low 


efficiency at other than high 
speeds and high altitudes. An 


authority added, however, that it 
will probably come first as a com- 
bination of propeller and jet pro- 
pulsion and possibly through the 
use of gas turbines rather than 
reciprocating engines. 

A good portion of our air 
carrier fleet which is in excess of 
1,000 units are candidates for re- 
placement. This factor will be in 
more evidence over the coming 
years as important reductions in 
passenger fares, already made, 
and in air cargo rates are pos- 
sible only through the uses of 


large, fast, modern transports 
and cargo models permitting 


heavy loads and low operating 
costs. In these divisions, note- 
worthy acceptance has been ac- 
corded Lockheed “Constellation,” 
Martin “202,” Douglas DC-6, 
Boeing “Stratocruiser” and Re- 
public “Rainbow.” Manufac- 
turers of these ships, as well as 
the following companies — Con- 
solidated Vultee, North American 
Aviation, and United Aircraft 
enjoy outstanding long-term pos-~ 
sibilities. 

The gains in working capital 
and a weak market in the aircraft 
manufacturing company shares 
has resulted in prices that in most 
cases are below equities in net 
working capital. This status will 
allow the companies to weather a 
further storm of low earnings, or 
deficits in some cases,and come 
out on top. 
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C.1.T. FINANCIAL CORPORATION 


Dividend on Common Stock 


A quarterly dividend ot 50 cents per share in 
cash bas been declared on the Common Stock 
ef C I. T. FINANCIAL CORPORATION, 
payable April 1, 1947. to stockholders of 
record at the close of business March 10, 
1947. The transfer books will not close. Checke 
will be mailed 

FRED W. HAUTAU. Treasures. 
february 27. 1947 


I 








COLUMBIA PICTURES 
CORPORATION 


The Board of Directors has 
declared a stock dividend of 
2%% on the Common Stock 
of this corporation, payable 
in Common Stock on May 9, 
1947, to stockholders of rec- 
ord at the close of business 
April 24, 1947. Cash will be 
paid where fractionable shares 
of common stock are due. 
A. SCHNEIDER, 
Vice-Pres. and Treas. 


New York, February 25, 1947. 




















Allied Chemical & Dye Corporation 
61 Broadway, New York 


February 25, 1947 

Allied Chemical & Dye Corporation 
has declared quarterly dividend No. 
104 of One Dollar and Fifty Cents 
($1.50) per share on the Common Stock 
of the Company, payable March 20, 
1947, to common stockholders of record 
at the close of business March 7, 1947. 


W. C. KING, Secretary 





Allegheny Ludium Steel Corporation 
Pittsburgh, Penna. 


At a meeting of the Board of Directors of the Alle- 
gheny Ludlum Steel Corporation, held on February 27, 
1947, a dividend of forty cents (40c) per share was 
declared on the Common stock of the Cor- 
poration, payable March 31, 1947, to 
stockholders of record at the close of 

ALY business March 11, 1947. 


E. J. HANLEY, Secretary & Treasurer. 








PFEIFFER BREWING COMPANY 
3740 Bellevue, Detroit 7, Michigan 
Dividend #37 
A dividend of Twenty-five (25) Cents per 
share has been declared on the capital stock 
of this Company for the first quarter, pay- 
able March 28, 1947 to stockholders of record 

at the close of business March 12, 1947. 


M. A. YOCKEY, Secretary and Treasurer 














ANACONDA COPPER MINING CO. 
25 Broadway 
New York 4, N. Y., February 27, 
DIVIDEND NO. 155 
The Board of Directors of the Anaconda Copper 
Mining Company has declared a dividend of Fifty 
Cents (50c) per share upon its capital Stock of the 
par value of $50 per share, payable March 28, 1947, 
to holders of such shares of record at the ctose of 
business at 3 o’clock P.M., on March 10, 1947. 
Cc. EARLE MORAN, Secretary. 
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UNITED CARBON COMPANY 
DIVIDEND NOTICE 

A dividend of $1.00 per share has been 
declared on the Common Stock of said 
Company, Payable April 1, 1947, to stock- 
holders of record at 3 o’clock P. M. on 
March 14, 1947. 

Cc. H. McHenry, Secretary 
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Secure Greater Safety—Income—Profit 


—if your investments exceed $20,000 











Il 





T HESE are hazardous times for the investor. The 
fortunes of companies, industries and nations are 
changing. The fiscal, foreign and labor policies of the 
United States are undergoing change. Your invest- 
ments must also be expertly adjusted to new con- 
ditions and to bring you safety, income and profit. 


In this setting your securities need the capable, per- 
sonal supervision rendered by this Service with its 
background of 39 years of successful counsel. No 
other is more complete and definite. 


Time to Revise Your Present Account 


First, a detailed report is prepared for you analyzing 
your entire list—taking into consideration income, 
safety, diversification, enhancement probabilities, suit- 
ability to your needs and to tomorrow’s outlook. 


Specific counsel is offered on each issue you own. 
Any unfavorable securities are indicated with reasons 
for selling. Current recommendations are given for 
strong substitutions. If part or all of your account 
should be held temporarily liquid, you are so advised. 


Continuous Supervision for Better Results 


Your securities are held under the constant observa- 
tion of a trained, experienced Account executive. 
Working closely with the Directing Board, he takes 
the initiative in advising you as to the position of 
your holdings. It is never necessary for you to con- 
sult us. 


At frequent intervals you receive reports on any im- 
portant changes which affect your securities. You will 
be told what to do in relation to exchange offers, 
refundings, stock split-ups, stock dividends and other 
developments. 


When changes are recommended, precise instructions 
as to why to sell or buy are given, together with 
counsel as to the prices at which to act. Alert advice 
by first class mail, air mail or telegraph, relieves you 
of any doubt concerning your investments. 


Tax Help and Consultation 


You can consult us on any special investment prob- 
lems you face. We keep in mind the tax consequence 
of each transaction and help you to minimize your 
tax liability. Our fee is allowed as a deduction for 


tax purposes, considerably reducing the net cost to 
you, 


Confidential Weekly News Letter 


Each week you receive a four-page summary of the 
Outlook for business, price controls, foreign news, 
Washington developments and the latest figures on 
our market indexes. This merely supplements our 
personal supervision of your individual investments 
—giving the background for our policies and advice. 


Annual Progress Reports Prove Our Ability 


Investment Management Service has grown and 
prospered by earning the renewals of its clients 
through results obtained. Throughout the year we 
keep a record of each transaction as you follow our 
recommendations. At the end Qf your annual enroll- 
ment you receive your audit of your account showing 
just how much profit and income you received. On 
this clear record, you are sole judge as to whether 
our service is worth a great deal more to you than 
its cost. 


How Our Fee Is Determined 


Annual charge for our Service depends upon the 
size of the account. For portfolios below $40,000 
value, Our minimum yearly fee of $300 applies. For 
accounts of more than $40,000 our charge is figured 
at 34 of 1% of the value of stocks and cash held, 
plus 144 of 1% of the value of your bonds. There 
is no charge for Government bonds. One sum, paid 
in advance, covers complete supervision—we do not 
ask any percentage of profits produced for you. 


Enroll Now for Immediate Benefits 


Enrollment now will assure your capital of competent 
prompt advice which in the next twelve months 
should prove highly productive for you. With your 
check, send us a complete list of your securities, indi- 
cating amounts and buying prices. Also, state your 
personal objectives and needs so our counsel can be 
as valuable as possible. By the end of a year we be- 
lieve you will agree with a Massachusetts investor 
who just renewed for the fifth year, stating: “I am 
grateful and pleased with your careful and excellent 
management of my portfolio.” 
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HIGHLIGHTS OF 1946 OPERATIONS 


Celanese Corporation of America 


AND DOMESTIC SUBSIDIARY COMPANIES 








Volume of Business Sales of 
Celanese* products—chemicals, textiles, plastics— 
were the highest in the Corporation’s history, total- 
ing $135,202,211, compared with $104,197,237 
in 1945. The increase came principally through 
additional production achieved through new 
and improved equipment and processes, and from plants acquired 
through the merger with Tubize Rayon Corporation early in 
February, 1946. 


Earnings Consolidated net income also set a new high 
record—$16,059,416, compared with $7,613,489 for 1945, The 
earnings for 1946 were equivalent to $2.36 per share on 5,514,107 
common shares outstanding at the year-end. On a comparable 
basis for the shares outstanding at the end of 1945, after adjust- 
ment for the common stock split in 1946 of 214 shares to 1, the 
earnings per share for 1945 were $1.13. 


Dividends The 29,200 preferred and common stock- 
holders received a total of $7,988,685 in dividends during 1946, 
the largest amount in the Company’s history. Earnings retained 
in the business will help to finance the expansion program now 
under way. The amount paid in dividends to holders of common 
stock during 1946 amounted to $2.25 per share before giving effect 
to the common stock split. This amount includes the dividend 
of 25¢ per share declared for the fourth quarter on the common 
stock following the split of the common stock of 214 shares for 1. 


Working Capital Additional working capital in 
connection with the expansion program was provided by the 
private sale to ten insurance companies of $25,000,000 twenty- 
year 2.85% debentures, due December 1, 1966. Working capital 
at the end of 1946 amounted to $84,763,326, compared with 
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$59,736,169 at the end of 1945. Current assets 
showed a ratio of 11 to 1 over current liabilities. 


Researeh Continuing its policy of inten- 
sive research, Celanese expended in 1946 
$2,284,571. The two research fields in which the 
Company specializes—cellulosic chemistry and petroleum chem- 
istry—offer broad opportunities for future achievement. 


Expansion Additions to plant for 1946 totalled 
$20,476,451. The major items of expenditures included 
completion of additional units of the chemical plant near 
Bishop, Texas; construction on plant facilities at Narrows, Va., 
Belvidere, N. J., and Bridgewater, Va., and additional facilities 
at Cumberland, Md., and Newark, N. J. The Company’s long- 
range program of expansion includes construction of a new 
cellulose acetate filament yarn plant at Rock Hill, S. C., on which 
work has already been started. With demand for the Company’s 
products considerably in excess of supply, increased production 
is essential to meet the requirements of industry and will be 
progressively obtained through plant changes and construction 
now in progress. 


Employees An average of 20,982 
men and women were in the employ of 
the Corporation and its subsidiaries during 
1946. Total wages and salaries paid in 
1946 amounted to $51,399,065 compared 
with $38,183,945 for 1945. 







Celanese operations for 1946 are reviewed 
in the annual report which has just been 
published. A copywill be sent on request. 





Cond ic lidated Bal Sheet, December 31, 1946 











ASSETS 
Current Assets: 
Cash with Banks and on Hand................. : $42,923,527.82 
U. S. Government Obligations (quoted market value 
IIE 56.6 oo cade s cosinnsiatieavcslaswar 25,559,713.45 
‘Trade Accounts Receivable, less reserves 10,418,977.09 
Other Accounts and Advances and Interest RKeceiva 421,809.80 
Inventories (Raw Materials, Work in Process, Finished 
Goods and Supplies)—at cost or less, nat in excess 
WN ho cv awa Kuancie evies dewewane Meets 4 13,744,965.98 
Total Current Assets... . . bs acoaa wae : 93,068,994. 14 
I t ts—at cost (including foreign subsidiaries— 
IR aed Cur iiksacne ac dey esc verodenwend 4,544,328.97 
Land, Buildings, Machinery and Equip- 
ment, Plant under construction and 
mechanical and other supplies—at 
GEE carr henundes taccaneen: $138,717,642.05 
Less Reserves for Depreciation and 
WNUMOR 6 os occ scecses es 53,061 869.46 85,655,772.59 
Prepaid Expenses and Deferred Charges............. 6,159,290.37 
Federal PE LG, 6 ka. osla; 44's, tha) vk 0 boo ore aes 2,484,753.16 
Notes and Accounts Receivable Deferred, less reserve. . 32,195.94 
Patents and Trade-marks..........cccccccscesccees 1.00 








$191,945,336.17 
LIABILITIES 7. res, 
Current Liabilities: 





Trade and Other Accounts Payable................ $ 4,568,304.33 
RE I a So cig, clciale daleie ata oe elaine de wimace 3,737,363.49 
Total Current Liabilities... .o0:5.cccciesccees 8,305,667.82 

3% Debentures due October 1, 1965. ................ 40,000,000.00 
2.85% Debentures due December |, 1966............ 25,000,000.00 
ME Pie ca cy daereeds abs ts rokrencKkedeneus 4,407,820.85 


Capital Stock: 
Authorized: 
First Preferred—500,000 shares, without par value. 
7% Second Preferred—148,179 shares, par value 
$100.00 per share. 
Common—7,500,000 shares without par value. 
Issued and Outstanding: 
First Preferred, $4.75 Series, Cum- 
ulative, without par value, 
420,000 shares. .............. $40,425,000.00 
7% Second Preferred—148,179 
shares par value $100.00 per 





Nolo c aro Gada ae cate yas 14,817,900.00 
Common—5,514,107% shares 
without par value........... 2,205,643.00 57,448,543.00 
Surplus: 
| SS renee nen ere 27,297,716.97 
Karned (since December 31, 1931). . 29,485,587.53 56,783,304.50 
'$191,945,336.17 





Condensed Consolidated Statement of Profit and Loss 
for the Year ended December 31, 1946 








Net Sales eta dheagel orca ck Sav Garena a sel eeeeee $135,202,211.62 
Cost of Goods Sold... . BR ep ee ee CE ~~ 88,889,957.34 
Doon caeasenpae CT 3 5,913,781.86 
Selling, General and Administrative Expenses. .... . - 12,061,311.14 
~106,865,050.34 

Net Operating Profit............... ..  28,337,161.28 

Other Income. . Chataned seeds 28,681.12 





29,065,842.40 


Income Deductions (including interest on debentures 


$1,217,203.49)..... Jedvabekeasecawamanouce ‘ 1,429,425.93 
Net Income before Federal Taxes on Income.... ~_27,636,416.47 
Federal Taxes on Income................ outa se 11,577,000.00 
Net Income for Year................. se $16,059,416.47 


Statement of Earned Surplus 
for the Year ended December 31, 1946 


Earned Surplus at Beginning of » ee e $ 16,066,123.65 
Earned Surplus of Tubize Rayon Corporation as of date 

of merger, February 8, 1946................ evs 5,348, 732.88 
ia TY WOES ook cee cee ks:ce ese secnienee vac 16,059,416.47 


~~ 37,474,273.00 
Deduct Cash Dividends: 





Common Stock... . . webbaneuds $4,956,341.26 
7% Second Preferred—$7.00 per 
GUNES f oviciccncenesune enuxs 1,037,253.00 
First Preferred Stock, $4.75 Series 
—$4.75 per share............ 1,995,091.21 7,988,685.47 
Earned Surplus at December 31, 1946......... ...-- $29,485,587.53 


Statement of Capital Surplus 
for the Year ended December 31, 1946 


Capital Surplus at December 31, |. errr aewe $ 22,332,693.59 
Add—Capital Surplus of Tubize Rayon Corporation as of 
date of merger, February 8, 1946......... 3 4,869,330.58 
Capital Surplus arising from exchange of 702,856 
shares of Tubize Rayon Corporation Common 
Stock for 468,571 shares of Caleacao Corporation 
of America Common Stock on February 8, 1946. 234,285.28 
27,436,309.45 
Less—Expenses in connection with merger of Tubize 
ayon Corporation into Celanese Corporation 


MERU od avapeuevdsddenda ca ecds +“ - 138,592.48 
Capital Surplus at December 31, 1946............ -+ $27,297,716.97 


The foregoing balance sheet und statements are condensed from, and should be read in conjunction with, the financial statements and notes thereto appearing in the 
annual report, dated February 19, 1947 to stockholders of Celanese Corporation of America, which contains the certificate of Peat, Marwick, Mitchell & Co., Inde- 


pendent Public Accountants. A copy of the report to s 
constitute an offer, solicitation of offer, rep i 











E: ive and Main Sales Offices: 180 MADISON AVENUE, New York 16, N. ¥. 


tockholders may be had upon application to the Corporation. The balance sheet, statements, and report do not 
notice, advertisement, or any form of a prospectus in respect of any security of Celanese Corporation of America. 











*Reg. U. S. Pat. Off. 





My lens reveals a welcome sight 
That tastes like Sunny Morning bright 


SHEN EY | 


RESERVE 


GET INTO THIS PICTURE OF SUNNY MORNING FLAVOR! 
Picture yourself enjoying life... and the picture’s sure 

to include Schenley Reserve! Its famous Sunny Morning flavor 

gives an extra measure of enjoyment every time. That's why 


Schenley Reserve is far and away America’s favorite whiskey! 


I ont: WAR, 
QUALITY | 


RESERVE 


Rare Blended Whiskey 86 PROOF. 65% GRAIN NEUTRAL SPIRITS. COPR. 1947, SCHENLEY DISTILLERS CORP., N. Y. C. 








